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HOW MUCH READJUSTMENT IN 1947? 
By MALco”m P. McNAIR 


THE FEDERAL TAX PICTURE AS SEEN 
FROM WASHINGTON 


By REPRESENTATIVE CARL T. CurTIS 


A TESTED WAGE INCENTIVE SYSTEM 
By A. C. CroFT 


A NEGLECTED TAX REFUND STATUTE: 
SECTION 711 (b) (1) (H) (I) (J) (K) 


By J. H. LANDMAN 


CURRENT PROBLEMS OF THE CONTROLLER 


By Gay CARROLL 















ARE A DETER GUY FOR YO) 





GREATER EFFICIENCY! Royal has more 
work-saving, time-saving features than any 
other typewriter. This is a fact which results 
in higher production per machine. Call in 
your Royal representative—and be shown the 
proof—in an actual Royal demonstration! 


2. 


GREATER DURABILITY! Royals are the 
sturdiest typewriters engineering science has 
produced. Because of this fact, Royals stand 
up longer, spend more time on the job, less 





time out for repairs. Result: Royals cut steno- 
graphic work losses to a minimum, give you 
the maximum return from your typewriter 





investment. 


e 


THE FAVORITE WITH TYPISTS! A national sur- 
vey made among hundreds of business girls shows 
that Royal is the preferred typewriter—2 to 1 over any 
other typewriter. Your stenographic staff will do more 
and better work on machines they prefer to use. Order 


Royals! 


THREE REASONS WAY ROYALS | 











XUM 











¥.UM 


The Controller, April, 1947 165 


CASE HISTORY NO. 4209 
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Partial receivals, purchasing follow-up, flexible 
receiving controls are vital to present day produc- 
tion. Ditto’s One-Writing System offers the most 
simple, economical and speedy method to meet 
these needs. From a single paper original a// pur- , 
chasing data required by every department is pre- 
pared in a matter of minutes without mats or stencils. 
And cumulative receipts— progressive information 
—are produced without rewriting! ° 

Write today for Case History No. 4209 which 
gives complete facts onthis Ditto Purchasing System. 

Learn also how Ditto will solve your Payroll, 
Production and Order-Billing problem—will help 
you to operate with greater speed—less help— 
less overtime. 


DITTO @ 


TRADE MARK REG, U. S. PAT, OFF 





ONE-WRITING BUSINESS SYSTEMS 
DITTO, INC., 646 South Oakley Bivd., Chicago 12, Illinois *¢ In Canada: Ditto of Canada, Ltd., Toronto, Ontario 
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© AND SERVICE AGENCIES 


THIRTY-SEVENTH YEAR 
MARCHANT CALCULATING MACHINE CO. 
HOME OFFICE: OAKLAND 8, CALIFORNIA 
SERVICE EVERYWHERE THROUGH MANU- 


FACTURED'S © 





SHLENT-SPEED-FLECTRIC 





MARCHANT 


Send for Index 946 Marchant Method-pamphlet, general accounting. 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 

PACIFIC COAST CONFERENCE 

. May 17, 1947 
Biltmore Hotel, Los Angeles 
NINTH MID-WESTERN 
CONFERENCE 
May 18-20, 1947 
Wm. Penn Hotel, Pittsburgh 
TRI-CONTROL CONFERENCE 
May 23, 1947—Syracuse 
Onondaga Golf and Country Club 


April, 1947 

April 1—Chattanooga, Twin Cities 

April 2—Bridgeport 

April 3—Hartford, Philadelphia, Quad 
Cities 

April 7—Pittsburgh 

April 8—Boston, Buffalo, Cincinnati, 
Cleveland, Milwaukee 

April 9—Baltimore, Western Michi- 


gan 
An 10—Dayton, New York City, To- 
ledo 


April 15—New Orleans, Syracuse 

April 17—San Francisco, Los Angeles 

April 18—Portland 

April 22—Atlanta, Dallas, District of 
Columbia, Houston, St. Louis, Spring- 
field 

April 23—Chicago 

April 24—Indianapolis, Seattle 

April 25—Kansas City 

April 28—Birmingham 

April 29—Detroit 

April 30—Louisville 
The April meeting of the Rochester 

Control will be held on May 2. It will 

mark the Control's tenth anniversary. 


May, 1947 


May 1—Hartford, Philadelphia, Quad 
Cities 

May 2—Rochester 

May 6—Chattanooga, Twin Cities 

May 7—Bridgeport 

May 8—Dayton, New York City, To- 
ledo 

May 12—Kansas City 

May 13—Buffalo, Cincinnati, Cleveland, 
Milwaukee 

May 14—Baltimore, Western Michigan 

May 19—Pittsburgh 

May 20—Boston, New Orleans, Spring- 
field 

May 22—Indianapolis, Seattle 

May 23—Portland 

May 26—Birmingham 

May 27—Atlanta, Dallas, Detroit, Dis- 
trict of Columbia, Houston, St. Louis 

May 28—Chicago, Louisville, Rochester 
Because of the Pacific Coast Conference 

in Los Angeles, May 17, the Los Angeles 

and San Francisco Controls will not meet 

in May. 
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@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc., will give you complete confi- 
dence. The five men composing our Execu- 
tive Educational Committee are responsible 
for IAS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
material, give consultation service, or grade 
examination papers. Some give full time. 


others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 
attorneys, and educators, who counsel with 
the IAS Management, on request, about 
technical accounting, educational, and busi- 
ness matters. 


The uniformly high caliber of these men is 
eloquent testimony to the quality of IAS 
training. 








EXECUTIVE EDUCATIONAL COMMITTEE 


JOHN T. MADDEN 
C.P:A., BiC.S., Maa, Sc.D: 


DEXTER S. KIMBALL 
MiE,, LL.D:;DiSe. 


LEE GALLOWAY 
B.Sc., Ph.D. 


GEORGE P. ELLIS 
CPAs 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Stanley E. Beatty, C.P.A. 
Harold W. Boedeker, C.P.A. 
George P. Ellis, C.P.A. 

C. W. Emshoff, C.P.A. 


President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 
and Pinance, New York University; Former President, American Association of University 
Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


Chairman, Board of .Directors, International Accountants Society, Inc.; Dean Emeritus, 
College of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,” “Industrial Economics,’’ and other textbooks. 


Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former 
Chairman,- Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of “‘Office Management’”’ and other textbooks. 


Practicing Certified Public Accountant; Member of Faculty, International Accountants 
Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


Educational Director, International Accountants Society, Inc.; author of “Accounting Con- 
Pe $9 6 . . ° Py acts . < 

cepts of Profit,” “‘Analyzing Financial Statements,” “Principles of Accounting,” “What 

the Figures Mean,”’ and numerous technical articles on accounting and allied subjects. 


FACULTY 


Stephen Gilman, C.P.A. Frank H. Murray, C.P.A. 
John A. Hinderlong, C.P.A.  T. N. Perry, C.P.A. 
James W. Love, C.P.A. Russell C. Swope, C.P.A. 
Paul H. Moore, C.P.A. G. E. Taylor, C.P.A. 


J. G. Terry, C.P.A. 

G. S. West, C.P.A. 

Harry H. Westphaln, C.P.A. 
Earl R. White, C.P.A. 








Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, rc. 


209 


CHICAGO 6, 


A Correspondence School Since 1903 


WEST JACKSON BOULEVARD 
ILLINOIS 
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Introducing This Month’s Authors 








Gay Carroll (‘‘Current Problems of the 
Controller,” page 190) a student of ac- 
counting and finance for three decades, 
has had nearly 40 years of practical expe- 
Lawless rience, primarily 
ee in the field of 
industrial ac- 
counting. For a 
period of ten 
years, he taught 
accounting in 
Houston night 
schools and in- 
dustrial training 
— classes. He has 

been employed 

: by Humble Oil 
MR. CARROLL & Refining Com- 
pany, of Houston, since 1918 in various 
capacities, and in September, 1940, was 
appointed comptroller of the company. 
Mr. Carroll has been authorized to prac- 
tice before the Treasury Department in 
income tax matters since 1933. He is a 
charter member of the Houston Control 
of the Controllers Institute of America, 
and of the local chapter of the National 
Association of Cost Accountants. Mr. Car- 
roll is the first industrial accountant in the 
southwest to be elected to honorary mem- 
bership in Beta Alpha Psi, the national 
accounting fraternity. Although he says 
his hobby is golf, his friends believe it is 
work and study, the latter being corrobo- 
rated by his attendance at the Advanced 
Management Program at Harvard Univer- 
sity Graduate School of Business Admin- 
istration, early in March. 











For more than 30 years, Arthur C. Croft 
(‘A Tested Wage Incentive System,” 
page 180) has been engaged in the prac- 
tice of industrial relations and the publi- 
cation of mate- 
rials in that field. 
As president of 
The National 
Foremen’s Insti- 
tute since 1936, 
and one of its 
early founders 
when it was es- 
tablished in 
1917, he _ has 

lanned and 
published scores 

MR. CROFT of books on su- 
pervision, teaching of jobs, safety prac- 
tices, labor relations, personnel methods, 
job evaluation, merit rating and kindred 
subjects. 

Under his direction the Institute also 
publishes the Foreman’s Letter, The Su- 
pervisor’s News Service, the Executive's 
Labor Letter and the Industrial Newslet- 


Conway 





ter, a periodical distributed by manage- 
ment to its employees. He is a partner in 
Lane & Croft, an Institute affiliate of Ia- 
bor relations consultants. In addition, he 
is taking part in the work of another af- 
filiate, The Collective Bargaining Re- 
search Council, an organization designed 
to provide management with research ma- 
terials and practical techniques for union 
contract negotiations on a par with the 
information furnished by the big interna- 
tional unions to their locals. 

Prior to devoting full time te the Insti- 
tute, Mr. Croft was with McGraw Hill 
Publishing Company and helped to found 
“Business Week.” Earlier he was an ex- 
ecutive with A. W. Shaw Company and 
System Magazine. 

A past post commander of the Ameti- 
can Legion, Mr. Croft served in France 
during World War I. He lives in Deep 
River, Connecticut, where the Institute’s 
publishing facilities and general offices 
are located, and where he is chairman of 
the local Board of Finance. 


Congressman Carl T. Curtis (““The Tax 
Picture as Seen from Washington,” page 
172) is a member of the Ways and Means 
Committee of the House of Representa- 

Chase-Statler tives. He went 
to Washington, 
D. C. for the 
76th Congress 
and has suc- 
ceeded himself 
in each Congress 
since. A lawyer 
by profession, 
whose home 
town is Minden, 
in Kearney 
county, Ne- 
braska, Mr. Cur- 
tis attended Nebraska Wesleyan and the 
University of Nebraska. Later he was 
county attorney of Kearney county, being 
active in civic works in his home town 
and county as well as his state. 

When Mr. Curtis reached Congress, in 
1939, he was one of the youngest mem- 
bers of the House of Representatives. He 
has devoted his entire time and efforts to 
the job of being a legislator. His hobby, 
he admits, is “hard work,” both on his 
Committee and on the floor of the House. 
Hailing from Nebraska, Mr. Curtis’ main 
interest, understandably, is agriculture. 
He is an outspoken exponent of soil and 
water conservation and was the author of 
the Resolution that brought forth the 
Pick-Sloan Plan for the development of 
the Missouri River Basin. The work of 
Mr. Curtis on the Ways and Means Com- 
mittee has been along the line of taxation 
matters. 





MR. CURTIS 


Currently serving as tax spectalist for 
Peat, Marwick, Mitchell & Company, 
New York, Dr. J. H. Landman (‘A Neg. 
lected Tax Refund Statute,” page 183) is 
a practising tax 
lawyer, econo- 
mist and ac- 
countant, as well 
as being the 
holder of five 
degrees. In an 
earlier appear- 
ance in our 
peor last Octo- 

er, he discussed 
“Tax Incentives 
for Foreign 
Trade,” being 


Lexington 





DR. LANDMAN 


connected at that time with the National 
Industrial Conference Board’s Division of 


Business Practices. Dr. Landman is a 
member of the Excess Profits Tax Com- 
mittee of the American Bar Association 
and is likewise a tax lecturer for the Prac- 
tising Law Institute of the A.B.A. In ad- 
dition, he has found time to prepare for 
publication, in a wide range of business, 
tax, legal and accounting magazines, 
many definitive articles. For a period, he 
also was active as the author of the 
monthly tax news column, “Tax Briefs,” 
published in the “Business Record” of the 
National Industrial Conference Board. 


The term, marketing, and the name, 
McNair, are almost synonymous in the 
minds of businessmen for they have long 
listened with deep interest to the views of 
Professor Mal- Bachrach 
colm P. McNair ee! 
(“How Much 
Readjustment in 
1947?,” page 
176). A native 
of New York 
State, Mr. Mc- 
Nair studied at 
Lehigh and Har- 
vard Universi- 
ties, the latter 
institution grant- 
ing both the 
A.B. and the A.M. degrees, in 1916 and 
1920 respectively. He has been connected 
with Harvard in various teaching and te- 
search capacities since 1917, being profes- 
sor of marketing in the Harvard Grad- 
uate School since 1931, and having served 
with the Harvard Bureau of Business Re- 
search, as managing director, for a period 
of years, in addition to lecturing at the 
London School of Economics in 1931. 
Mr. McNair is also active in the business 
world, being a director of the John Wan- 
amaker stores in both Philadelphia and 
New York, as well as the Cambridge 
Trust Company. He is.a member of sev- 
eral honorary, fraternal and business of- 
ganizations and also the author or co-au- 
thor of a number of texts on retailing, 
business economics and distribution costs. 





MR. McNAIR 
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Ready, willing and able... 


AND PROMPT 
DELIVERY, TOO! 
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MODEL 90—turns out those clear, readable copies MODEL 91—put if to solving those poper work 
—in color or in black-and-white—quickly, effi- problems—get quality results economically. Free 
ciently and at low cost. Popular price. instruction if needed. Medium price. 


Easier Stencil Preparation — 
Better Duplicated Copies 


A. B. DICK COMPANY, Dept. Q-447 
720 West Jackson Boulevard, Chicago 64, Illinois 


FE] Place my order for....... Model..... Mimeograph 
brand duplicator with the distributor nearest me. 


[ ] Have a salesman call. 


The new high-visibility cushion sheet for use with 
Mimeotype (blue) stencil sheets is a major improve- 
ment in stencil duplicating. 


7 3 sh a i Z | Send me more information on Model.......++ 
High visibility— easier on the eyes when typing sten- 
cil and proofreading. Easier, quicker corrections. WUNNNEES o pikd es cavinde td chee tiny csetues ae emonamsnenal 
High copy quality, sharp letter outlines, blacker CONN sss oe ntti ee 
reproduction. 
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COPYRIGHT 1947, A. B. DICK COMPANY 
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MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office. 
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Edittortal Comment 


An Anniversary Observed 


Pee accounting under regulatory laws is fifty 
years old, and the anniversary is being observed by 
the New York State Society of Certified Public Account- 
ants. The first state law setting up certified public ac- 
countancy was enacted in New York State in 1896, and 
the New York State Society was formed a year later. 
The issuance of certificates to public accountants was 
provided for in the New York State law. The other 
states enacted similar laws through the years. 

President John H. MacDonald of the Controllers 
Institute of America extended the congratulations of 
The Institute to the New York State Society in a letter 
in which he referred to the changes in relations be- 
tween certified public accountants and business man- 
agements which have taken place through the years, 
particularly in the last decade. 

Mr. MacDonald wrote, in part: 

“An interesting story could be told by certified public ac- 
countants concerning the events in the business world during 
the half century since the formal organization of the profes- 
sion took place, as exemplified by the formation of your So- 
ciety. The story naturally would revolve around the relations 
between certified public accountants on the one hand, and the 
public, government, banks, and company managements, on 
the other. 

“Many changes have necessarily taken place in those rela- 
tions, as new customs and laws have come into the picture. 
The development of controllership as a tool of management, 
as an example, injected a new factor into the situation; also 
the introduction of governmental controls over business and 
its procedures, which necessitated the making of numerous, 
detailed company reports. Naturally this responsibility fell 
on the company, and eventually on the controller... . . 

“These changes perhaps may appear more important and 
far reaching than the constructive work done by your group 
in its early years, but that perhaps is due to the fact that we 
know more of the details of these recent events than we do of 
those of forty and fifty years ago. Much remains to be done 
in defining and clarifying accounting procedures and princi- 
ples, a task in the carrying out of which controllers expect 
and will welcome the cooperation of certified public account- 
ants. 

“Our greetings and most sincere congratulations are ex- 
tended to you in full measure, together with good wishes for 
the years to come.” 


Relations between controllers and certified public 
accountants have been defined and there is now little 
confusion with respect to them. Overlapping of re- 
sponsibility has been largely eliminated. It is a com- 
mendable development. 


No Longer A Controllership Problem 


EVISIONS of the Securities Act of 1933 and of 
the Securities and Exchange Act passed a year 
later are rapidly taking shape. Only a small portion 
of the proposed changes are of immediate interest to 
controllers, including revisions in the registration pto- 
cedure. The changes which are coming along have to 
do principally with the securities business, the sale 
and distribution of securities. 

There have been protracted discussions between the 
Securities and Exchange Commission and those en- 
gaged in the securities business. Brokers, dealers, is- 
suers and underwriters are reported to be a bit pessi- 
mistic concerning the likelihood of the Commission 
endorsing fundamental revision. A minimum of in- 
terference with the normal procedures of securities dis- 
tribution and trading, in the administration of the 
Acts, seems to be the goal. 

Regulation of trading and securities distribution are 
now uppermost, whereas the registration of new is- 
sues with the Commission, a task which concerned 
controllers because of the need of vital financial in- 
formation, presented the problems of greatest concern 
twelve years ago. 


Remarkable Contract Termination Record 


HE tenth quarterly report of the Office of Contract 

Settlement has made its appearance. By Executive 
Order 9809, the functions of the Office of Contract Set- 
tlement and related Boards were transferred to the 
Treasury Department. 

The report states that the end of 1946 saw the virtual 
completion of the contract settlement program—a fe- 
markable accomplishment. More than 99 per cent. of 
the 318,866 war contracts which had been canceled for 
the convenience of the government had been settled. 
The canceled contracts involved 65.4 billion dollars. 
All of this was done in two and one half years after the 
passage of the Contracts Settlement Act, and less than 
one and one half years after VJ-day. 

A large share of the credit for compiling this t¢- 
markable record can justly be given to controllers. It 
was on their shoulders that the burden fell. That they 
performed their share of the immense task with facility 
and effectiveness shortened the period of confusion and 
aided greatly in the conversion of American industry. 
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The legislation enacted by Congress was sound. The 
services did their part promptly. Government and in- 
dustry can cooperate, it was demonstrated. 

The settlement of the small balance of terminations 
will take considerable time, the report points out, be- 
cause of complicating factors. 

This is a page in American accomplishment to which 
American business may look back with pride. 


Plea for Accelerated Depreciation in Peace Time 


a for a depreciation policy which would permit 
the United States to keep itself in a state of per- 
petual industrial readiness for war is made by “The 
Military Engineer.”” It is simply that accelerated depre- 
ciation be permitted so far as plants and equipment are 
concerned, to encourage the continuous building of 
modern plants, and the scrapping of buildings and ma- 
chinery as rapidly as they become obsolete. The plea is 
in the form of an article by Alden D. Walker, an in- 
dustrial engineer, of Chicago, with the firm of Smith, 
Hinchman and Grylls. 

Execution of the plan would involve abandonment 
of Treasury Department Bulletin ‘“F,” issued in 1934. 
It is referred to by Mr. Walker as a “damaging depre- 
ciation policy” established “by a depression-ridden tax- 
starved treasury.” He advocates permanent discard of 
the present discouraging 20- to 75-year writeoffs. He 
points out that industrial improvements are made by 
managements today on the basis of the ‘foreseeable 
future,” not on the highly theoretical life established 
in the Treasury Department’s Bulletin “F.” 

Mr. Walker points out that it took two years to build 
plants and equipment after the United States entered 
World War II before it could begin to turn out the 
equipment and munitions to fight the war. He adds that 
it is now recognized that wars are no longer won by 
field armies alone, but by sheer industrial might, which 
is slow under present conditions in maturing and be- 
coming useful to the prosecution of the war. 

Accelerated depreciation rates established by basic 
law are pointed out as the answer to the need for per- 
petual industrial readiness for war. This policy should 
be removed, Mr. Walker points out, “from reach of 
over-zealous treasury officials.” Grant industry the right 
to modernize more rapidly and recover the capital in- 
vested in its buildings and equipment in from five to 
ten years in peace time, “and our enemies will never 
gamble.” “Capital Recovery Allowance” is suggested 
as the name for this, to replace the controversial terms 
“depreciation” and “obsolescence.” This would place 
it strictly on an arbitrary basis. 

The present method forces industry to wear out its 
tools. The plan proposed would make it possible to 
adopt a bold incentive policy of “helping industry to 
obtain and maintain healthy, modern factories and the 
most highly productive machine tools.” It would, Mr. 
Walker points out, constitute one of the greatest single 
contributions our nation could make to universal 
peace. Says Mr. Walker: 


“The entire economy of the United States is geared 
to the discard of consumer goods based on technolog- 
ical improvements and greater convenience rather than 
discard from complete collapse due to wear and tear. 
The same principle applied to our capital goods 
through enlightened depreciation rates for industry 
will back our Army and Navy with a most potent ally 
to which too little consideration has been given in the 
past during peace but has proved to be the margin of 
victory during war. Why not maintain ourselves in a 
state of Perpetual Industrial Readiness for War as an 
economical means of increasing military security? 

“By writing the accelerated depreciation principle 
into basic law for national safety and defense purposes 
rather than leaving the determination to the bargain- ° 
ing ability and whims of the local tax collector, indus- 
try would be permitted the assurance of long-range 
planning and improvement. Self-interest will promote 
improvements even in backward industries, for if an en- 
trepreneur failed to take advantage of accelerated de- 


“preciation rates and failed to build and maintain an 


eficient plant two things would surely happen: first, 
his taxes would rise disproportionately as his books in- 
dicated more money charged to net: income and less 
charged to his depreciation reserve; second, his more 
efficient competitors would sooner or later capture his 
market and eliminate him from the field.” 

A comparison is made by Mr. Walker as between the 
value of plant expansion and the depreciation allowed 
by the government. Over a ten-year period ending with 
1945, $8,792,000,000 was invested in new plants by 251 
leading corporations, as against $7,849,000,000 depre- 
ciation allowance, a net plant gain of $943,000,000. It 
is hardly encouraging, he says, ‘for an industrial na- 
tion to which the world looks for leadership and reas- 
surance.” 

A further point made by Mr. Walker is that acceler- 
ated depreciation rates for industry as a national pre- 
paredness policy would tend to shift the tax load from 
those industries which are willing to expand and main- 
tain efficient plants, to other sources of revenue. He 
expresses the belief that money spent on industrial 
preparedness by private initiative during peace is 
money which need not be spent hurriedly with govern- 
ment funds under clouds of war. This applies to gen- 
eral type factories and standard production equipment. 
There would still be need, in time of war, for factories 
of a special, limited nature. Mr. Walker served as a 
major with the Corps of Engineers in the recent war. 

To sum it up, those presenting this plan hope to 
bring about reconsideration by Congress of Bulletin 
“F.” There is much that might be said for the proposed 
program. It does call for a degree of vision on the part 
of Congress which it may be too much to expect, espe- 
cially in view of the many complications of the tax sit- 
uation, and of the many calls which are being made on 
the country’s financial resources. These are obstacles 
which it may not be possible to overcome at this time. 


—A.R. T. 








The Federal Tax Picture as 
Seen from Washington 


Recent years have brought an almost 
fantastic increase in the tax load borne 
by the people of our country. This ad- 
ditional load had to be assumed in or- 
der to permit the efficient financing of 
the war in which we were engaged. 
Yet, an increased tax burden of this 
magnitude cannot be levied without the 
imposition of substantial additional re- 
sponsibilities upon the business commu- 
nity. In part these. responsibilities take 
the form of the payment of heavier 
taxes by the business community itself. 
In part they represent the assumption 
of additional work in connection with 
the collection of taxes from other 
groups in the community. 

Direct taxes upon business accounted 
for a substantial portion of the war- 
time increase. The yield obtained from 
the taxes on corporate net income, ex- 
cess profits, declared value capital stock 
and declared value excess profits rose 
from $1.3 billion in 1939 to $15.1 bil- 
lion in 1945. This represents about 40 
per cent. of the increase in total tax 
collections between these years. The ac- 
tive cooperation of the business com- 
munity was also indispensable to the 
great increase which took place in the 
collection of taxes on the net income 
of individuals. The increase in collec- 
tions from $1 billion in 1939 to $19 
billion in 1945 was possible only be- 
cause the income tax was imposed upon 
a base which was unprecedented in its 
breadth. This in turn, could be done 
only by the use of the withholding 
mechanism. A withholding scheme can- 
not work effectively unless the business 
community becomes an active and effi- 
cient cog in the collection machinery, 
and the success of our withholding ex- 
periment is due in large measure to the 
way the business community carried out 
this most important assignment. 

Reduced federal expenditures, a bal- 
anced budget, a reduction in the debt, 
and a reduction in taxes are ‘‘musts”’ if 
we are to have a healthy economy. One 
major step in tax reduction was taken 
in the tax bill of 1945 which dealt 
largely with corporate tax matters, and 
Congress has before it now a bill which 
would effect a substantial reduction in 
the load borne by individuals. We are 
as a matter of fact in the process of de- 
veloping what is to be the post-war sys- 
tem of federal taxation. Contrary to 
many peoples’ expectations the shift to 
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the permanent post-war tax system is 
not going to be made by means of a 
single large tax bill. Instead we appear 
to be getting a series of bills dealing 
with a variety of subjects and spread 
over a period of years. 


1945 Tax BILLS 


As I indicated, this development be- 
gan in 1945. The first of the two major 
pieces of tax legislation enacted by 
Congress in that year, the Tax Adjust- 
ment Act, consisted of a series of tech- 
nical amendments designed to assist in 
financing the immediate post-war transi- 
tion. That legislation appears to have 
served its purpose very well. The sec- 
ond tax bill of 1945 is of greater sig- 
nificance from a long-run point of view 
since it is in fact the first step in the 
construction of the permanent post-war 
tax system. This bill gave a large meas- 
ure of relief to the business community. 
The wartime excess profits tax was re- 
pealed as of January 1, 1946, although 
the carry-back of unused excess profits 
credits was allowed to continue for an 
additional year. The levies upon de- 
clared value capital stock and excess 
profits were repealed, thus eliminating 
a set of taxes which had long been a 
major source of irritation to the busi- 
ness community. The rate of taxation 
applied to corporations having net in- 
comes of over $50,000 was reduced 
from 40 per cent. to 38 per cent., and 
somewhat larger reductions were made 
for corporations having incomes of 
smaller size. These measures, which 
were of primary benefit to the business 
community, were estimated at the time 
to involve a revenue loss of $3.1 billion 
a year when in full operation, which 
represented a cut of about one-third in 
estimated collections from these taxes. 

The legislation of 1945 did not neg- 


lect the individual income taxpayer, 
The exemption used under the normal 
tax was brought in line with that 
allowed for surtax purposes; the surtax 
rate was reduced three percentage points 
in each bracket; and the combined nor- 
mal and surtax were reduced by an ad. 
ditional 5 per cent. of the amount of 
the tax. These measures were estimated 
to involve a revenue loss of $2.6 billion 
when in full operation, representing a 
cut of about 20 per cent. in current col- 
lections from the taxes on individual 
incomes. 

Since the business community of the 
nation was the major beneficiary of 
both the Tax Adjustment Act of 1945 
and the so-called Tax Bill of that year, 
it is not surprising that the measures 
now being dealt with actively in Con- 
gress are concerned primarily with other 
forms of taxation. As you know, Con- 
gress has before it two major pieces of 
tax legislation. One of these, H.R. 1030, 
concerns the excise system, the other, 
H.R. 1, deals with the rates used under 
the individual income tax. 

The excise bill was necessitated by 
the fact that certain rates imposed in 
1943 were subject to automatic repeal 
six months after the termination of 
hostilities. When the President pro- 
claimed the termination of hostilities 
on December 31, 1946, these so-called 
war tax rates were automatically sched- 
uled for repeal on July 1, 1947. The re- 
sults of the President’s action were im- 
mediate and disturbing. In some cases, 
particularly with respect to the taxes on 
the retail sales of furs and jewelry, the 
announcement of the fact that the rates 
would be cut on July 1 was reported to 
have had a violently depressing effect 
upon the current market for these com- 
modities. The industries affected made 


-it clear that they were worse off under 





and accounting officers. 





NO SINGLE “OVER-ALL” POSTWAR TAX BILL? 


In this discussion of the prospects of and problems in federal tax legislation 
during this session of Congress, Representative Curtis brings out a point that has 
been overlooked by those hopeful of early and “over-all” revision of the fed- 
eral tax system. Rather than one inclusive measure, we appear to be headed for 
a series of separate bills, each tackling one or more specific aspects. In that 
event, this review of the tax picture has additional value for corporate financial 


—THE EDITOR 
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the announced prospective rate reduc- 
tion than they would have been if these 
tax rates had not been singled out for 
special treatment. It also became evi- 
dent that the tax reduction involved in 
the automatic repeal of these wartime 
rates might not be the best one possible. 
The expansion in the excise system 
which took place during the period of 
the war was enormous by previous 
standards. Collections from excises rose 
from $1.7 billion in 1939 to $6.7 bil- 
lion in 1946. Old taxes were subjected 
to rates of umprecedented size and 
many new levies were introduced. Now 
numerous complaints are being made 
that certain items in the excise list are 
oppressive from the point of view of 
the consumers of the country, that other 
items are curtailing unduly the profits 
of particular lines of business, and that 
still others are objectionable on the 
ground that they interfere materially 
with the free flow of commerce and in- 
dustry. It is quite evident that if a sub- 
stantial reduction is to be made in the 
excise system, the latter ought to be 
studied thoroughly. To make possible 
an overall study of this nature, and to 
relieve the industries affected by the 
projected automatic rate reduction from 
the immediate pressure upon their mar- 
kets, H.R. 1030 was introduced extend- 
ing the so-called war tax rates of 1943 
for an indefinite period. This bill places 
these rates on the same ‘level as other 
excises for the purposes of the post-war 
rate adjustment. Excise taxes should 
have further consideration in the 80th 
Congress. 

H.R. 1030 has been passed by the 
House and with some minor amend- 
ments by the Senate. 

The second major piece of tax legis- 
lation now before Congress is H.R. 1, 
upon which executive hearings will be- 
gin shortly. This, as you know, is a bill 
providing relief for the individual in- 
come taxpayer. It calls for a 20 per cent. 
reduction in the amount of the tax due 
on incomes up to about $302,000, and a 
reduction of 10 per cent. on income in 
excess of that amount. This bill is based 
upon the fundamentally sound position 
that relief under the individual income 
tax is essential at the present time. This 
tax is most obvious in its impact upon 
the taxpayer. It was increased very sub- 
stantially during the war, and a sched- 
ule of rates is now being used which 
would have been regarded as fantastic 
in the prewar period. As I have already 
indicated, the individual income tax- 
payer received a comparatively small 
share of the relief granted under the 
tax legislation of 1945, and conse- 
quently has a right to feel that if relief 
is to be given now he can expect the 
principal share. 

H.R. 1 is also based upon a position 
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with respect to the economic future of 
the nation which is also fundamentally 
sound. We are all concerned with the 
maintenance of a healthy economy and 
with the continuance of our present de- 
gree of business prosperity. We are all 
more or less concerned over the predic- 
tions which we hear on all sides concern- 
ing the prospect of a business recession. 
The degree of pessimism expressed in 
these predictions varies substantially, as 
do also the guesses concerning the ex- 
act time when the turn in business is 
supposed to come. However, the con- 
sensus of opinion seems to be that 
something in the nature of a downturn 
can be expected during the course of 
the present calendar year. In view of 
this situation, it seems proper to follow 
a tax policy which will both stimulate 
business and tend to preserve the exist- 
ing level of consumer spending. This 
policy requires relief to all levels of in- 
dividual income. Relief to people in the 
relatively higher brackets can easily be 
justified by a mere reference to the rate 
schedule which is now in use. The rates 
applied in the upper brackets are so 
high that their repressive effect upon 
the income recipient’s willingness to 
engage in relatively speculative business 
ventures is all too clear. Yet the mainte- 
nance of a prosperous economy depends 
heavily upon the ability of the business 
community to finance new ventures of a 
relatively speculative character. Hence a 
reduction in the obstacles which the ex- 
isting rates place in the way of such 
measures seem highly desirable from 
the point of view of the community as 
a whole. 

On the other hand, we all know that 
continued prosperity requires the main- 
tenance of high levels of consumer ex- 
penditure. If the reduction of the rates 
applied in the lower brackets is condu- 
cive of this result (and there can be 
little doubt but that it would be) such 
reduction also is desirable from the 
point of view of the community as a 
whole. For these reasons, gentlemen, I 
believe that the philosophy basic to 
H.R. 1 is fundamentally sound. 


PosTWAR BUSINESS TAXES 


While Congress is now concerned 
primarily with the excises and the indi- 
vidual income taxes, it must not be in- 
ferred that the existing taxes on busi- 
ness can be taken to represent the 
permanent post-war system. I sincerely 
hope that the legislation now before 
Congress will not be the end of the 
downward adjustment in our federal 
tax system. I expect confidently that the 
reduction in expenditures now taking 
place will be carried further in the 
years .to come, and that additional tax 
reductions will become possible. In that 
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event, the corporation rates will, of 
course, receive the same consideration 
that is given to other phases of the tax 
system. Moreover, I am well aware of 
the fact that there are many features of 
the taxes now imposed on business 
which are the cause of considerable an- 
noyance and expense to the business 
community, and which might be reme- 
died without affecting materially the 
yield of the existing tax system. I 
should like to list for you some of the 
points about which a good deal of com- 
plaint has arisen, and solicit your opin- 
ions concerning the merits of the com- 
plaint, as well as any suggestions which 
you might care to make concerning the 
improvement of the existing law. 

There has been a good deal of discus- 
sion concerning section 102 of the In- 
ternal Revenue Code which imposes a 
special surtax upon corporations im- 
properly accumulating surplus. A de- 
vice of this sort has long been a part of 
our income tax system, and now repre- 
sents the chief safeguard against the 
avoidance of the surtax rates imposed 
on the higher brackets of individual net 
income by the device of failing to dis- 
tribute current corporate earnings. The 
objection which this particular remedy 
to the undistributed profits problem has 
always encountered is the difficulty of 
determining in a particular case whether 
a failure to distribute a given percent- 
age of current earnings does or does 
not constitute a tax avoidance opera- 
tion. The Bureau of Internal Revenue 
has long used a rule of thumb approach 
to this basic question, singling out all 
of those corporations failing to distrib- 
ute at least a given percentage of their 
current earnings for special investiga- 
tion. Recently this rule of thumb has re- 
ceived a good deal of publicity giving 
rise to the impression that the bureau 
was about to engage in a more vigorous 
enforcement of section 102. Subse- 
quently the Bureau pointed out that the 
tule of thumb in question was not a new 
device, but one which had been in use 
for some time. The problem remains, 
however, that the particular approach 
to the undistributed profits problem 
found in section 102 may not be really 
satisfactory either from the point of 
view of the taxpayer, or the govern- 
ment. The element of judgment in- 
volved is, as I pointed out, very great. If 
vigorous enforcement is attempted, this 
particular section of the Code might 
well result in a volume of controversy 
that is out of proportion to the results 
obtained. 

Another aspect of the corporate income 
tax which has been receiving a great deal 
of attention is the provision covering the 
carry-forward and carry-back of net oper- 
ating losses. These carry-overs constitute 
an averaging device tending to equalize 
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the treatment received by corporations 
with fluctuating income and those whose 
incomes are received in relatively constant 
amounts. Averaging of this type reduces 
the discrimination against relatively specu- 
lative business investment and for this 
reason a great deal can be said in its 
favor. The chief issue in recent debate has 
not been the continuance of a carry-over 
of this sort, but rather the desirability of 
shifting from a device which is partly a 
carry-back and partly a carry-forward, to 
one in which losses can be carried for- 
ward only. This change has been advo- 
cated on the grounds that it would give 
more substantial benefits to new and 
hence small business than does the ex- 
isting rule. The suggestion has been made 
also that the period of averaging should 
be longer than five years. A seven-year 
period has been suggested. Frequent crit- 
icism has also been made of the defini- 
tion now used of a net loss for the pur- 
pose of the carry-over. The revision of 
this particular feature of the corporate in- 
come tax involves substantial administra- 
tive problems upon which, I am sure, 
many of you could express valuable opin- 
ions. 

Much is being said currently concern- 
ing the rules governing depreciation for 
the purposes of the corporate income tax. 
As you know, the Bureau of Internal 
Revenue has voiced its own opinions as 
to the proper rate ofdepreciation to be 
applied to various types of assets in its 
famous “Bulletin F.”” Naturally the Bu- 
reau tends to require the use of the rates 
to which it has given its blessing unless 
a substantial case can be made for some 
other basis. Tne suggestion has been ad- 
vanced that taxpayers be privileged to 
write off the costs of a capital assest over 
substantially shorter periods of time than 
those set out in the aforementioned Bul- 
letin. This proposal has received wide- 
spread support among economists who 
feel that the privilege of a rapid writing 
off of capital assets will stimulate invest- 
ment and expedite the process of replac- 
ing old and obsolete with new and more 
efficient equipment. The case made for 
so-called accelerated depreciation is a very 
plausible one. Yet the proposed change 
involves the basic tenets of the accounting 
profession. This again is a proposal for 
the appraisal of which you as a group 
have peculiar competence. 

Agriculture has a problem that is akin 
to the question of the depreciation of 
business assets. As a representative of a 
great agricultural district in America, I 
am of the opinion that adequate deduc- 
tion should be given taxpayers who spend 
their money for the longtime improve- 
ment of the soil. Wars have been fought 
over the desire of nations to possess rich, 
fertile, and productive land. It certainly 
is in the public interest for the govern- 
ment of the United States to encourage 
land levelling, terracing, erosion preven- 
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tion, and other soil practices, so that we 
will hand on to oncoming generations a 
rich and productive earth. In fairness to 
the individual taxpayer, expenditures of 
this sort should lessen his tax burden. 
This problem is inadequately dealt with 
in existing law and is one that merits the 
attention of the Congress. 

The use of progressive rates under the 
tax on corporate net income has long been 
a much debated feature of the law. The 
argument is made frequently that progres- 
sion has no place in a business tax. On 
the other hand, there have been pro- 
posals in recent months to increase the 
degree of progression and to carry the 
latter up to much higher levels. Advocates 
of tax relief for small business frequently 
recommend a new schedule of reduced 
rates for all corporations with incomes of 
$100,000 or less. 


“NOTCH” PROBLEMS 


While the merits of the contending 
parties in this controversy are not easy to 
appraise, it is quite evident that so long 
as we use progressive rates in connection 
with the corporation income tax, we shall 
probably have with us the very trouble- 
some problem of the “notch”. As you 
know, under existing law the average rate 
of taxation rises slowly from a combined 
normal and surtax rate of 21 per cent. on 
corporate net incomes of $5,000 or less, 
to the standard rate of 38 per cent. on a 
corporation with a net income of $50,000. 
However, the law has been written in 
terms of marginal rates, that is the rates 
applied to additional dollars of income, 
and these of course rise much more 
rapidly than the average. The consequence 
is that as the corporate income rises about 
$25,000, the additional amounts received 
are subject to a rate of 53 per cent., while 
additional earnings which exceed $50,000 
fali under a marginal rate of only 38 per 
cent. The relation between these two rates 
has caused a great deal of unfavorable 
comment. Advocates of the existing law 
point out that the 53 per cent. rate is es- 
sential to a smooth transition in the aver- 
age rate applicable at an income of $25,- 
000 to the rate applied to corporations 
with incomes of $50,000 or more. Yet 
the fact remains that the relatively high 
marginal rate applying to incomes be- 
tween $5,000 and $50,000 is a continu- 
ing problem. There is a belief among 
some businessmen that this notch provi- 
sion tends to discriminate against the 
small corporation. Here is a matter, gen- 
tlemen, upon which your suggestions 
would be most appreciated. 

Fortunately the repeal of the excess 
profits tax has relieved the business com- 
munity of a host of administrative prob- 
lems. There are, however, one or two 
issues which are still with us in spite of 
the repeal of the tax. One of these is the 
question of refunds under the general re- 
lief clause, the famous section 722. As 


you are well aware, the delays and contro. 
versies arising over the interpretation and 
application of ‘this section became so 
serious that the Joint Committee on Inter- 
nal Revenue Taxation was moved to 
hold public hearings in February and May 
of 1946. At the close of these hearings 
the Commissioner of Internal Revenue an- 
nounced his plan to establish what is now 
known as the Excess Profits Tax Council 
for the purpose of hearing these claims 
and recommending to the Commissioner 
appropriate settlements in the contested 
cases. This Council has been in operation 
for some time and has issued a series of 
administrative rulings tending to clarify 
some of the previously contested issues, 
Whether or not the Council will, as a 
matter of fact, produce prompt and equi- 
table settlements in the difficuit cases 
which come before it remains to be seen. 
Much will depend, I believe, upon the 
willingness of the Bureau to permit the 
Council to arrive at negotiated settlements 
without interference from other units in 
the- Bureau and in the Treasury itself. 
The application of the excess profits 
tax in an agricultural state brought forth 
some serious problems. For many corpo- 
rations operating in such states, it was not 
practical or possible to use the original cap- 
ital investment as a base and the taxpayer 
was compelled to use the 1936 to 1939 
average income. This was the period of 
drought, dust storms, and total crop fail- 
ure in the great plains state from whence 
I come: Hence many corporations whose 
businesses were directly tied to agricul- 
ture found that their average earnings for 
the years 1936 to 1939 were far below 
their average for the last quarter of a 
century. For this reason, the relief which 
Section 722 provides is peculiarly impor- 
tant. Prior to the establishment of the Ex- 
cess Profits Tax Council, the Bureau of In- 
ternal Revenue was inclined to interpret 
claims for relief based upon the drought 
very severely. The repercussions of this 
policy were quite evident at the hearings 
which the Joint Committee on Internal 
Revenue Taxation held in the spring of 
1946. It was clear that the drought cases 
in particular needed the benefit of the 
sympathetic negotiation which the new 
Council was expected to bring to its task. 
It is my hope that the Council will give 
these cases the attention they deserve and 
be permitted a free hand in so doing. 
The other question which remains with 
us as a hangover from the excess profits 
tax is, of course, the problem of deferred 
maintenance. In part at least the carty- 
back of the unused excess profits tax 
credit was put into the law in order to pro- 
what an individual could earn and save !s 
make substantial outlays in order to recon- 
vert from wartime to peacetime opefa- 
tions. This carry-back was allowed for the 
year 1946 even though the excess profits 
tax itself was repealed as of the end of 








ntro- 
1 and 
ie $0 
Inter- 
d to 
May 
rings 
ie an- 
; Now 
uncil 
laims 
ioner 
ested 
ation 
es of 
larify 
sues, 





equi- 
cases 
seen. 
1 the 
t the 
nents 
ts in 


ofits 
forth 
)fpo- 
$ not 
cap- | 
ayer 

1939 

det? | 
fail- 
ence 
hose 
icul- 
3 for 
elow | 
of a 
hich 
por- 
Ex. 
F In- 
pret 
ught 
this 
ings 
nal 
x of 


> 
aSES 


new 
‘ask. 
give 
and 


with 
ofits 
tred 


irty- 
pro- 


re 1S 


efa- 

the 
ofits 
| of 





the previous calendar year. There are, 
however, certain industries which allege 


that they have not been able to obtain ad- 


equate relief by this method because their 
reconversion expenditures could not be 
made in the year 1946. The reason given 
for this failure is the shortage of labor 
and materials during 1946. These claims 
are exceedingly difficult to evaluate and 
your expert opinion would be exceed- 
ingly helpful. 

There is a continuous flow of complaint 

concerning the interest rates used by the 
Federal government in connection with 
the back taxes and refunds. These rates 
are far out of line with those which now 
prevail in the open market. Since it does 
not seem likely that the latter will rise 
substantially within the next few years, I 
find myself receptive to the suggestion 
that the rates used in the existing law be 
brought into a more reasonable relation- 
ship with those which now prevail in the 
open market. 
" Behind all these specific and trouble- 
some issues lies what is really the basic 
problem—how heavy a tax burden can the 
people bear. It was early in the history 
of our Republic that the doctrine was set 
forth that the power to tax is the power to 
destroy. Not only can an existing enter- 
prise be destroyed by taxation, but taxa- 
tion is a pernicious force that destroys the 
idea and hope of enterprise before it be- 
gins to materialize. There is no question 
but that the tax rates that must be im- 
posed for many years will be much higher 
than in the pre-war days. That is no ex- 
cuse for failing to put forth every effort 
to make them just as low as possible, 
because taxes destroy. 

Of equal importance with the efforts to 
strive for the lowest possible rate of tax 
is the necessity that our tax laws be both 
written and administered in a manner that 
will promote the maximum amount of 
business enterprise. The principle that 
what an individual could earn and save is 
his, plus the belief that it is desirable to 
go into business on one’s own, is a great 
enemy of unemployment. If it is profit- 
able to start a business, the man who is 
now an employee, makes room for an- 
other man seeking a job, when he quits 
working for others to start his own enter- 
prise. If that enterprise succeeds, he will 
give employment to others. A tax system 
that shackles the venturesome person is 
the sure road to unemployment and eco- 
nomic disaster. 

I dislike high taxes, not because they 
are a burden on the individual who is al- 
ready rich, but I oppose them because 
they prevent the poor from becoming 
tich. The individual who dreamed his 


. dreams and lauched out upon some great 


venture that succeeded in the days of low 
taxes has already made his mark. He has 
accumulated his capital. He may have be- 
come a captain of industry. The test of a 
system of taxation is not its effect upon 
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him who has already attained, but its 
effect upon the young man starting out. 
The collection of taxes from our eco- 
nomic body can be likened unto the tak- 
ing of blood from the human body. It is 
both desirable and necessary that the pa- 
tient live to give blood another day. 
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The Treasury of the United States loses 
whenever a tax takes too much and too 
often from channels of business. The 
Treasury gains when business is virile, 
forward looking, and venturesome. The 
danger of economic anemia is always 
present. 


Industry-Wide Collective Bargaining 
Opposed by Brookings Study 


Scrapping of the National Labor Rela- 
tions Board in favor of a judicial agency 
and prohibition of industry-wide collec- 
tive bargaining is recommended in a study 
by the Brookings Institution. The authors 
of the 164-page document also said the 
Government should stop intervening in 
labor disputes. They criticized White 
House efforts to deal with disputes in the 
past fifteen years. 

Compulsory arbitration, against which 
both industry and labor are aligned, was 
rejected on the ground that ultimately it 
would lead to Government control of all 
industry. The survey of recent labor con- 
flicts and policy is entitled “A National 
Labor Policy.” It was written by Harold 
W. Metz and Meyer Jacobstein, members 
of the staff of the private and independ- 
ent research institution. 

Harold G. Moulton, president of the 
institution, wrote in a preface: 

“The unprecedented wave of strikes in 
1946 and the resulting disruptions of pro- 
duction convinced a large segment of the 
population that the power of labor organ- 
izations must be restrained to safeguard 
the public interest.” 


ELEVEN PROPOSALS 


The following is a summary of the rec- 
ommendations in the 164-page book: 


1. Substitute “veal collective bargatin- 
ing” for Government intervention in labor 
dis putes. 

2. Prohibit industry-wide bargaining, 
and treat concerted action to bring about 
industry-wide bargaining as a violation of 
the Anti-trust Law. 

3. Reject proposals for compulsory ar- 
bitration, as this would lead to Govern- 
ment determination of all terms of em- 
ployment and ultimately complete control 
of all phases of industry. 

4. Revise Federal labor laws in a way 
to preserve the rights of employers and 
nonunion workers as well as organized 
labor. 

5. End the restrictions on an employ- 
ers right of free speech in connection 
with labor disputes. 

6. Declare the closed shop illegal. 

7. Prohibit sympathy and jurisdictional 
strikes because there is nothing employers 
may do to settle them. 

8. Secondary boycotts should be pro- 
hibited because their immediate objective 
is the injury of innocent third parties. 


9. Both employers and employes 
should be required to bargain collectively, 
instead of requiring only employers to do 
50. 

10. The United States Conciliation 
Service should be removed from the La- 
bor Department and established as an in- 
dependent agency. 

11. Abolish the National Labor Rela- 
tions Board, now functioning both as 
judge and prosecutor, and create a new 
board whose sole mission would be a ju- 
dicial one. Prosecution of labor disputes 
would be handled by a separate unit in 
the Department of Justice. 


“Unions have come to expect Federal 
intervention when an industry-wide strike 
affects the general public,” the authors 
wrote. ‘‘In fact, this has become a part of 
union strategy.” 

Such intervention has become so much 
a part of present strategy, they continued, 
that “the influence of labor leaders is of- 
ten measured by their ability to deal di- 
rectly or indirectly with the White House 
or the President’s advisers.” 

In another reference to direct Presi- 
dential intervention, which named no 
names, the study stated that sometimes 
such efforts have been successful. It was 
added, however, that “his [the Presi- 
dent’s} efforts at personal arbitration at 
times have shown a lack of knowledge of 
the details and issues involved.” 

“Not infrequently he [the President] 
has intervened before all other available 
peaceful remedies have been exhausted,” 
the authors asserted. 

Assailing the Labor Board as one which 
assumed the dual role of prosecutor and 
judge, the study urged revamping it as a 
judicial agency of seven or nine members, 
instead of the present three. Disputes 
would be heard by a single member who 
would report to the full board, thus 
speeding the consideration of cases. The 
ordinary rules of evidence in judicial pro- 
ceedings would prevail and prosecution 
of cases would be a function of a separate 
unit of the Department of Justice. 

“The new board should have the au- 
thority to impose reparation orders on 
whoever causes damages by violating the 
law,’ the authors said. ‘This should 
apply to labor as well as management. If 
unions engage in concerted action in vio- 
lation of the law, they should pay dam- 
ages.” 








How Much Readjustment in 1947? 


As I approach the problem of “How 
Much Readjustment in 1947?”, I feel 
certain about only one thing, and that is 
this: If we ate going to have a depression 
in 1947 it is certainly going to be the best- 
advertised depression this country has 
ever encountered. In the past, a business 
depression was something that sneaked 
up behind you and clubbed you over the 
head without warning; not something 
that was ushered in by a fanfare of trum- 
pets from the great majority of econo- 
mists, seers, and soothsayers. 

But in this one lone fact I am sure I 
take considerable comfort, for two rea- 
sons: first, it is an old German proverb 
that nothing is ever eaten so hot as it is 
cooked, which may be freely translated to 
the effect that the thing which is widely 
expected to happen is not likely to hap- 
pen to the full extent expected; and 
second, by getting prematurely worried 
about a depression we may well have put 
the brakes onto the inflation in time to 
prevent excesses that would have led to 
a more serious crash later. 

No doubt one reason for the present 
widespread expectation of a business de- 
pression in 1947 is the historical parallel. 
After World War I the stock market 
reached a peak in November, 1919, some 
twelve months after Armistice Day. Busi- 
ness activity and commodity prices 
reached their peak in May of 1920, seven 
months later, at which time the general 
wholesale price index stood 126.7 per 
cent. higher than in 1914 and the cost of 
living index stood 99.6 per cent. higher 
than in the year of the outbreak of war. 
This time the stock market reached a peak 
in May, 1946, about ten months after V-J 
Day; and seven months later, in Decem- 
ber, 1946, there were many indications 
that a peak in business was being ap- 
proached or might even have been passed. 
At that time the wholesale price index 
was 78 per cent. higher than in 1939, and 
the cost of living index about 50 per cent. 
higher. Although both these price in- 
dexes showed a lower percentage of in- 
crease than in the post-World War I 
inflation, it was significant that one com- 
ponent of the price index, namely, agri- 
cultural prices, had risen substantially 
more than during the 1914-1920 period 
and appeared ready for a downturn. 

But study of the historical parallels, 
though interesting, is not too good a 
foundation for prediction, because there 
are too many differences—too many new 
factors that were not present in 1921. 

Turning from the historical view to the 
current situation, as the year opens, the 
business world seems to be teetering pre- 
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cariously between inflation and deflation. 
It is fairly easy to list the opposing forces 
and factors that seem to be balanced on 
this economic seesaw. On the upside 
there are the following: 


We have a high rate of business activity, the 
highest of any time during the postwar period. 

We have a rapid rate of price advance since 
June, with wholesale prices rising 23 per cent. 
and the cost of living 12 per cent. High basic 
commodity prices are still being translated into 
higher prices of finished goods; and the end of 
this process is not yet. 

We have continued high national income, 
with income payments to individuals running 
at the rate of $ billion toward the close wi 
1946 and predicted by the Bureau of Agricul- 
tural Economics to reach $175 billion in 1947. 
(On this basis the retail sales volume of $96 
billion for 1946 might well be exceeded in 
1947.) 

We have employment at the highest on rec- 
ord—58 million—with only 2 million unem- 
ployed. 

We have continued shortages of many dura- 
ble goods. 

We have a high rate of government spend- 
ing, with the budget still unbalanced in the 
current government fiscal year ending June 30, 
1947. 

We have the probability of tax reduction by 
a Republican Congress. 

We have a strong foreign demand for goods. 

We have the threat of new wage demands to 
be followed by new price increases. 

And finally, following the November elec- 
tions we have a better political atmosphere for 
business than at any time during the past 15 
years. 


Now let us take a look at the factors 
which are piled up on the other end of 
the seesaw, the factors that point toward 
some sort of readjustment very soon: 


There is the stock market decline of bear- 
market proportions. 

There is a threatening situation with respect 
to inventory and outstanding orders. 

There has been a serious rise in bank loans, 
partly, at least, for the purpose of carrying in- 
ventory. 

There has been a marked falling off in de- 
mand for luxury consumer goods. 

Consumer resistance to high prices and poor- 
quality merchandise is becoming more marked. 

There are signs of hesitation in the real 
estate market. 

The speed of price advances in the past six 
months has outstripped the advance in con- 
Sumer incomes. 

For a variety of reasons, including the stock 
market decline, shortages of materials, and un- 


satisfactory relations between costs and prices, 
a considerable number of companies have can- 
celled or deferred plans for new construction of 
plants or expansion of activities. 

Finally, there is the fact that so many busi- 
nessmen fear a depression and are talking about 
it that this factor alone probably is causing 
enough pulling in of horns to make some slack. 
ening of business activity almost inevitable. 


This list of pros and cons, factors of 
strength and weakness, might be ex- 
tended considerably farther, but I think 
without getting us any closer to an an- 
swer. It is really a list of strong business 
actualities versus a list of suspicious signs 
and portents. Let us take as a point of 
departure the fact that we have an ex- 
ternally strong business situation today, 
and see what are the chief potential 
threats to the stability of this situation, | 
think these threats are four in number: 
the first is the inventory situation; the 
second is the problem of readjustment be- 
tween durable goods and nondurable 
goods; the third is the relative price situ- 
ation; and the fourth is public psychol- 
ogy. Let us take these up one at a time. 


INVENTORY SITUATION 


First, in regard to the inventory situa- 
tion, we all know that the civilian pipe 
lines were empty at the end of the war— 
that they had to be filled up. They not 
only had to be filled up with inventories 
of finished goods but they had to be filled 
up, all the way back through the trunk 
lines and the feeder lines, with semifabri- 
cated goods, parts, equipment, accessories, 
raw materials, and so on. The whole com- 
plicated system of American production 
and distribution had to receive a contin- 
uous flow of goods in order to operate. 
That means a lot of inventory buying. At 
the present time it is estimated that about 
$12 billion of current demand is for the 
purpose of inventory replenishment all 
along the line. (Some $5 billion of this 
figure represents price advance.) There 
have been in the main two kinds of com- 
ments about this inventory situation. Some 
observers have pointed to the rapid rise 
in inventory during the last six months 
as a danger signal. Others have argued 








MIXED TRENDS FORESEEN IN 1947 


Although he forecasts a mixed type of business readjustment for 1947, to- 
gether with a lower cost of living, the author declares “there is little likelihood 
of so wide and deep a depression as the 1921 affair, and chances are good for 
recovery by early 1948 or sooner.” Mr. McNair presented this manuscript be- 
fore the January 28 meeting of the Milwaukee Control of The Institute. 


—THE EDITOR 








176 


XUM 





wit 
the 
han 
less 
gen 
that 
is a 
pip 
a ne 
goo 
com 
doe 
the 
is tl 
thre 
mot 
tion 
ecor 
free 
and 
alor 
volt 
whi 
tem 
sum 
exac 
T 
lem 
200¢ 
part 
The 
not 
as th 
to q 
it is 
lines 
duri 
and 
to b 
pene 
hard 
sume 
dural 
consi 
large 
corre 
Com 
rable 
fillin, 
perie 
far a 
Clatec 
incon 
bulge 
that | 
lion | 
ing 2 
inven 
we at 
$12 | 
= 
ines. 
Al 
tative 
spect 
are ¢ 
empty 
whict 
Lo 
sumer 
tent B 


rices, 
 Can- 
on of 


busi- 
about 
using 
slack- 
é. 


's of 
ex- 
hink 
- an- 
iness 
signs 
it of 
eX: 
yday, 
ntial 
yn. | 
ber : 
the 
t be- 
rable 
situ- 
hol- 
e. 


itua- 
pipe 
ar— 

not 
ories 
lled 
runk 
abri- 


ries, 


tion 
atin- 
rate. 
. At 
bout 
- the 
all 
this 
here 
om- 
ome 
rise 
nths 


ued 








XUM 


with equal insistence that in relation to 
the total volume of business being 
handled inventories were still something 
less than normal. The point seems rather 
generally to have been missed, however, 
that this inventory-replenishment buying 
is a nonrecurrent activity, that when the 
ipe lines are full there will no longer be 
a need to supply the $12 billion worth of 
goods. Inventory replenishment must 
come to an end sometime; and when it 
does come to an end, what will take u 
the slack? That is the problem, and this 
is the question which constitutes the first 
threat to stability. To digress here for a 
moment, this is simply one more illustra- 
tion of a very basic but little understood 
economic fact, namely, that under the 
free enterprise system business spending 
and consumer spending can never flow 
along evenly in a smoothly modulated 
volume. In that awkwardly matched team 
which constitutes the free enterprise sys- 
tem the capitalistic mule and the con- 
sumer donkey can never match their paces 
exactly. 

The second major difficulty, the prob- 
lem of the readjustment between durable 
goods and nondurable goods, also arises 
pattly from the empty pipe-line condition. 
The filling of empty pipe lines gives rise 
not only to quantitative problems, such 
as the one we have just looked at, but also 
to qualitative problems. In other words, 
it is almost inevitable that when the pipe 
lines are empty mistakes will be made 
during the process of filling them up, 
and those mistakes will eventually have 
to be corrected. That is what has hap- 
pened in the case of soft goods versus 
hard goods, or, to be more specific, con- 
sumer nondurable goods versus consumer 
durable goods. Sales and inventories of 
consumer nondurable goods have had a 
large bulge that is going to need to be 
corrected. Figures of the Department of 
Commerce show that “all major nondu- 
rable goods trades with the exception of 
filling stations and variety stores have ex- 
petienced a sales volume since V-J Day 
far above that which is normally asso- 
ciated with the current level of consumer 
income.” Estimates of the extent of this 
bulge run as high as $12 billion. (Note 
that this is an entirely different $12 bil- 
lion from the figure which we were talk- 
ing about previously in connection with 
inventory accumulation.) In other words, 
we are spending now on soft goods about 
$12 billion that normally would be ex- 
e for automotive and other hard 
ines. 

Although, as remarked earlier, quali- 
tative mistakes, that is, mistakes with re- 
spect to the balance of kinds of goods, 
are easy to make when pipe lines are 
empty, there were special circumstances 
which contributed to this overemphasis 

"Louis J. Paradiso, ‘Retail Sales and Con- 


sumer Income since V-] Day,” Survey of Cur- 
tent Business, October, 1946, p. 15. 
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on nondurable goods. (1) Consumer du- 
rable goods have been very slow in re- 
turning to the market, a difficulty notably 
accentuated by the strikes of 1946. (2) 
Millions of returned servicemen and 
women came out of the armed forces 
with urgent needs for clothing and ap- 
parel and home furnishings and with 
funds in their pockets to pay for those 
goods. (3) With consumer incomes run- 
ning- at a notably high level, and with 
the sharp decline in the rate of saving 
after V-J Day, a torrent of money swept 
into the market for the only goods that 
were available, a torrent made larger by 
the fact that the existence of unprece- 
dentedly high accumulated savings en- 
couraged not only some spending of those 
savings but also spending of a higher 
proportion of current income than might 
normally have been expected. (4) This 
trend of demand inevitably tended to 
push up prices, not merely in spite of 
OPA but also because OPA controls were 
impeding the production of lower-price 
merchandise. 

Under these circumstances, sales, in- 
ventories, and outstanding orders for con- 
sumer nondurable goods soared rapidly. 
This whole development is perhaps the 
major reason why department store sales 
in 1946 were 28 per cent. higher than in 
1945, whereas department store sales in 
1945 were only 11.5 per cent. higher than 
in 1944. In 1946 department stores were 
still getting a lot of dollars that really be- 
longed to the automotive and other hard 
goods industries. This bulge in the con- 
sumer nondurable goods lines is a situa- 
tion that will have to be corrected, and 
much of the effect of this correction may 
fall on department stores in 1947: Un- 
fortunately for the business community as 
a whole, however, this kind of correction 
cannot be accomplished smoothly or with- 
out setting forces in motion which will 
have numerous other repercussions and 
set up numerous disequilibria throughout 
the entire industrial system. 


RELATIVE PRICES 


The next threat comes from the prob- 
lem of relative prices. John Stuart Mill 
once remarked that if by some miracle 
every Englishman should wake up some 
morning with two shillings in his pocket 
(or his bank) in place of one, nothing 
would happen except that all prices would 
be just twice as high, everything would 
go on as smoothly as before. Unfortu- 
nately in the real world things do not 
happen quite that way. As a consequence 
of wartime finance it is true that we have 
sagan doubled our money supply; 
ut not all prices and incomes have ad- 
vanced or are advancing at an even pace. 
Although the wholesale price index has 
risen only 78 per cent. since 1939, prices 
of farm products have risen 164 per cent. 
in that period. That is a farm price level 
which certainly cannot be maintained 
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when agricultural production is more 
fully restored abroad. Or, to look at an- 
other aspect of the same kind of problem, 
wholesale prices in this country since 
June have advanced 23 per cent. and the 
cost of living has advanced 12 per cent., 
while consumer incomes in the same pe- 
riod have advanced only about 5 per cent. 
This discrepancy raises a serious ques- 
tion as to whether there will be sufficient 
consumer and business demand to take 
off the market at the current price levels 
the goods that will be produced during 
the first half of 1947. To put the matter 
another way, as an inflation approaches its 
peak so many price maladjustments show 
up that in an increasing number of indus- 
tries businessmen find themselves ‘priced 
out of the market.” 

The fourth potential source of difficulty 
is public psychology. This is a factor that 
some of the economists keep forgetting 
about. Most of our younger economists 
today are adherents of Keynesian doc- 
trines. Now of course the chief contribu- 
tion of the late Lord Keynes to economic 
theory was his emphasis on the importance 
of the consumption function; and conse- 
quently among his disciples, especially on 
this side of the water, there has grown up 
a flourishing school of statistical analysis 
of consumer income, consumer spending, 
consumer saving, and so on. In fact, a 
whole science of econometrics is being 
reared on the foundation of Keynes’ hy- 
tia although as pointed out by Pro- 
essor Schumpeter,? Lord Keynes himself 
never asserted any statistical verification 
for his chief hypothesis, but in fact based 
it on an assumed law of consumer psy- 
chology (incidentally, as Schumpeter fur- 
ther points out, not a law recognized by 
any psychologists). Now the essence of 
the, American version of the Keynesian 
doctrines seems to be an insistence on 
some rather rigid total quantitative rela- 
tionships among the elements of income, 
spending, saving, and so on. In the 
Nathan report, for example, we have an 
extreme instance of this kind of rigid 
reasoning, a reasoning that deals in total 
ys A relationships and pretty much 

isregards the behavior of individual hu- 
man beings. A frequent use of this 
Keynesian approach appears in the efforts 
to forecast department store sales on the 
basis of statistics of consumer income. 
Thus far during the inflationary period 
this method of forecasting department 
store sales has worked very well. But I 
should not want to put too implicit con- 
fidence in it for the period which lies 
just ahead of us. Statistics are always his- 
tory, and the projection of past trends is 
always dangerous. In general I think the 
tendency of the Keynesian economists, in 
this country, at least, is to rely too heavily 


? Joseph A. Schumpeter, "Keynes and Statis- 
tics,’ The Review of Economic Statistics, No- 
vember, 1946, p. 194. 
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on over-all statistical totals and averages 
and mathematical relationships, which ig- 
nore the behavior of the individual. Per- 
haps the apex of this kind of reasoning 
was reached the other day, when at the 
unveiling of a new super-calculating ma- 
chine at the Harvard Computation Labo- 
ratory Professor Leontief of the Harvard 
Economics Department explained that (I 
quote from the newspaper report) : 


. in the business of “economic pump-prim- 
ing” the machine could do what experience has 
shown the human mind incapable of accom- 
plishing. 

In the matter of depression, for instance, 
Leontief said that if it were necessary to create 
1,000,000 jobs, the machine could give the 
answer as to precisely how many public works 
jobs would be needed to create the secondary 
employment that would give work to a total of 
a million people? 


To my old-fashioned way of thinking 
this modern statistical and mathematical 
approach fails to take into account some 
ees important aspects of consumer 

ehavior. People clamor to buy goods 
when they think merchandise is scarce 
and hard to obtain. When they can see 
that the shelves are full of goods, they are 
less anxious to buy. Likewise, when prices 
are steadily edging up, people as well as 
merchants will rush to lay in stocks; but 
when prices are beginning to edge down, 
they will hold off and wait. Without ref- 
erence to changes in their incomes, cus- 
tomers have certain price ranges in mind 
for many types of goods; these ranges 
may have fairly wide amplitude, but when 
price advances occur swiftly to points be- 
yond these ranges, people will not buy. 
Thus there is a psychological aspect to 
“pricing goods out of the market.” It 
seems to me highly probable, therefore, 
that we are due for some counter-swing 
of consumer buying psychology in the rel- 
atively near future—a correction of the 
bulge of overspending that has been pres- 
ent since V-J Day. 

These, then, are the four basic reasons 
for expecting some sort of business read- 
justment or setback, namely, the inven- 
tory growth situation, the need for cor- 
rection of overspending on consumer 
nondurable goods, the maladjustment of 
relative prices and incomes, and the prob- 
ability of a psychological reaction away 
from the present spending splurge. 


How MucH RECESSION ? 


The next question, of course, is how 
great a drop we should expect, how deep 
a recession. In our closely articulated 
economy there is always the danger, when 
a downward spiral gets under way and 
business begins to cut back, that curtail- 
ment of activity will spread from industry 
to industry and develop cumulative ef- 
fects, unless definite counterbalancing 
forces appear on the scene. This danger 
- is enhanced by the contagion of pessimism 


* Boston Traveler, January 9, 1947. 


The Controller, April, 1947 


at such a time. In fact, it is not at all an 
impossibility that we might talk ourselves 
into a pretty severe business depression 
in 1947. Part of our difficulty, of course, 
is that business has soared to some fairly 
dizzy heights, and we have not got used 
to them yet; we have not accustomed our- 
selves to the idea that business activity in 
the future is going to be on a very sub- 
stantially higher level than was true in 
the prewar period. Let’s not forget that, 
even if we should have in 1947 as great 
a drop as occurred in the depression of 
1921, the decline would take place from 
such a high level that at the bottom of it 
we should still be above the 1941 rate of 
activity. So there is ample justification for 
setting bounds to our pessimism. 

In trying to estimate how great a busi- 
ness decline might occur in 1947 the im- 
a question to ask is what counter- 

alancing factors are available to fill in 
the gap when inventory accumulation 
comes to an end and to tide us over the 
awkward adjustment period while we are 
correcting the bulge in the soft goods 
lines. There are a number of such poten- 
tial factors that immediately come to 
mind: 


1. The factor most frequently cited is the 
cumulative deficit in durable goods, including 
both consumer and industrial goods. With 
respect to consumer durable goods, under 
which heading we must of course include hous- 
ing, there are two sides to the argument. On 
the one hand the urgency of the demand for 
housing, for automobiles, for refrigerators, and 
so on, is argued to be very great. It is main- 
tained that there is a large top layer of demand 
in all these areas that will insist on satisfaction 
almost without reference to price. That side of 
the argument is that this top layer of demand 
is fairly thick, that as fast as materials become 
available this thick top layer of demand for 
consumer durable goods will serve to cushion 
any recession. The other side of the argument 
is that this top layer of demand will turn out 
to be thinner than anticipated; that many du- 
rable goods are being “priced out of the mar- 
ket’’; that purchases of such goods are, after 
all, deferable; and that in view of the current 
high prices both of durable goods and of ordi- 
nary everyday necessities there will not be a 
great rush to purchase durable goods until 
some price adjustment has taken place. 

The same two-sided argument can be devel- 
oped in regard to industrial goods. It is widely 
believed that there is a large potential backlog 
of orders for all kinds of industrial goods, 
particularly for purposes of rehabilitation and 
plant expansion. And yet in the case of the 
railroads, where surely the need for new roll- 
ing stock is obviously most urgent, a recent 
Fortune survey (December, 1946) shows that 
orders actually placed fall very far short of 
what might be expected in the light of the 
needs of the roads and their favorable financial 
condition. One year after V-J Day there were 
only 45,000 freight cars on order, only 7,000 
more than in the previous year. This situation 
strongly suggests that psychology is important 
in business buying also, that the demand for 
capital goods is not likely to step up promptly 
if a recession begins at the time when the pipe- 
line replacement bulge is ending. The demand 
for capital goods depends on profit expecta- 
tions; and when business is receding, profit 
expectations are likely to be poorer. Much de- 
pends, of course, on the courage of business- 
men in taking a long-run rather than a short- 
run point of view about profit expectations, but 


past experience does not permit us to become 
too sanguine on this point. 

2. If the Republican Congress should lower 
income taxes, the effect would tend to stimy. 
late buying. (In fact, if it turns out that we do 
not have any business decline in 1947, a reduc- 
tion in taxes would probably have serious in- 
flationary effects. ) 

3. A new factor in the situation as compared 
with 1921 is the cushioning effect of the Social 
Security measures; unemployment insurance 
and old age pensions have the general tendency 
to divorce to some extent fluctuations in con- 
sumer income from fluctuations in business 
activity. 

4. Another new factor in the situation as 
compared with 1921 is government support of 
agricultural prices. Since agricultural prices are 
already turning down, this government support 
may be invoked before the end of 1947. 

5. Another cushioning factor is the con- 
tinued high level of government spending. 
President Truman has just proposed a budget 
of $37 billion for the fiscal year beginning July 
1. Even the most determined budget slashes 
among the Republicans have not mentioned a 
figure lower than $30 billion; and the proba- 
bility, of course, is much closer to the higher 
figure. This high rate of federal spending 


makes the government so much greater a factor - 


in the total economic picture than it was in the 
prewar period that some stabilizing effect must 
necessarily result. 

6. The accumulated savings of the war 
period, for the account both of business and of 
individuals, still constitute a sizable backlog. 
Actually, in spite of a widespread impression 
to the contrary, liquid asset holdings are not 
now so heavily concentrated in the top income 
groups as they were before the war. In 1935- 
1936 the top 6 per cent. in money income rep- 
resented 94 per cent. of the total net savings 
of all consumers, but in 1945 the top 8 per 
cent. in money income represented only 40 per 
cent. of the total savings.* These accumulated 
savings have by no means been exhausted, and 
even if they are not themselves used they make 
possible a lower rate of current saving out of 
disposable income. As a consequence, savings 
out of current income in 1947 might drop even 
below the present rate of about $16 billion an- 
nually. 

7. A considerable further expansion of con- 
sumer credit is possible. Although the volume 
of goods sold to consumers on a time payment 
basis has increased substantially during the past 
year, expansion of consumer credit has by no 
means reached a danger point. Some elasticity 
is still available to help tide over a readjust 
ment period. 

8. There is a continued strong export de- 
mand for merchandise, and this demand will 
help to sustain business activity. But we should 
recognize that the time is not far distant when 
to sustain this demand it will be necessary for 
us either to make foreign loans or to accept 
greater imports of foreign goods into this 
country, or both. 

9. There has been a pronounced shift in the 
income status of many families. There were 
four times as many “buying units’ with in- 
comes over $2,000 in 1946 as there were in 
1935-1936, and approximately 8,000,000 fami- 
lies or buying. units have moved from the 
$2,000-$3,000 income group in 1941 to the 
$3,000-$5,000 income group in 1946.° The new 
buying habits and new standards of consump- 
tion taken on by these families as they move up 
the income scale constitute an important cush- 
ioning factor against a serious business decline. 


*U. S. Dept. of Agriculture, National Sutvey 
of Liquid Asset Holdings, Spending and Sav- 
ing, Part 3, August, 1946. 

® Arno.H. Johnson, “Preparing for a Buyers 
Market,’ mimeographed by the J. Walter 
Thompson Company, 1946, p. 8. 
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The foregoing are the principal factors 
which must be relied on to fill up the gap 
if and when a business recession develops. 
These are important factors, and it is my 
opinion that in combination they have 
sufficient weight to make unlikely a busi- 
ness depression on the scale of 1921. 
Nevertheless, we should not forget that 
a bad case of the business jitters, affecting 
both consumer buying psychology and 
business buying psychology, could quite 
conceivably go far toward offsetting these 
cushioning factors. 


THE WAGE ARGUMENT 


No doubt you have noted in the fore- 
going enumeration the omission of any 
mention of wages. There are definitely 
two sides to the wage argument. The 
strictly quantitative economists have 
argued—and the gist of their argument 
is to be found in the Nathan report—that 
wage advances are required to enable 
consumers to meet the current higher 
price level. And, similarly, they have 
argued that existing wage rigidities will 
serve as a purchasing power cushion. Thus 
it is contended that higher wages and 
rigid wage structures are needed to pre- 
vent a slump in business activity in 1947. 
That is one side of the argument, which 
has been widely publicized through the 
publication of the Nathan report. 

Personally, I take the other side of that 
argument. I think that the Nathan report 
is a prime instance of the kind of abstract, 
quantitative, mechanical thinking about 
economic problems which leads to the 
ridiculous and at the same time dangerous 
extreme, alluded to earlier, of supposing 
that a sufficiently intricate calculating ma- 
chine can solve all our economic prob- 
lems. Any general across-the-board wage 
advances of the type recommended in the 
Nathan report would not aid recovery 
from any business recession that may lie 
ahead of us, but, on the contrary, would 
impede it. In particular industries such 
wage advances by impairing profit pros- 
pects would cause a drop in business 
spending of greater magnitude than any 
enhancement of consumer spending 
which arose from these wage increases. 
(The wage advances would not go into 
the pockets of all workers but would 
benefit primarily members of powerful 
labor unions in the mass production in- 
dustries.) Business demand is no less im- 
portant than consumer demand, and in- 
come which takes the form of profits is 
Just as important in maintaining the total 
cycle of spending as is income which takes 
the form of wages. Any marked decline 
in business spending in 1947 could have 
setious consequences. At the same time, 
again in particular industries, the effect of 
wage advances would be to boost prices 
of consumer durable goods to a point 
where they were priced out of the market. 
Furthermore, it is quite conceivable that 
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the wage structure is already so rigid that 
it will have the effect of accelerating any 
downward spiral of business activity, since 
if shrinking sales volume threatens to 
wipe out operating profits, and if wage 
costs ate not susceptible of readjustment, 
the likelihood of layoffs and shutdowns 
is considerably increased. Surely in such a 
situation it is a poor logic to seek the an- 
swer in further general wage advances, 
and yet this is the kind of logic which 
grows out of the habit of looking at eco- 
nomic problems in terms of over-all sta- 
tistics and mathematical equations. 

This contention should not be under- 
stood as denying the desirability of some 
wage advances in particular situations. 
What it does deny is the efficacy of a gen- 
eral wage advance, of the type advocated 
in the Nathan report, to serve as a pre- 
ventive of, or a cushion for, a business 
decline in 1947. 

Next is the question of the timing of 
any business letdown. The possible pat- 
terns of business change are almost infi- 
nite in number. Some of the more plaus- 
ible views as to the likely outcome of the 
existing situation, each of which has its 
adherents among the economists and fore- 
casters, may be listed as follows: 


1. A continued business advance with rising 
prices all through 1947, with no break until 
1948 or later. 

2. A slight hesitation in the early part of 
1947, followed by a continued rise, interrupted 
sometime in 1948 by a break of the 1921 type. 

3. Some kind of break in the first half of 
1947, with improvement beginning by early 
1948, leading to several years of good business. 

4. Continued rise during the first half of 
1947, followed by some kind of break in the 
second half of 1947, with improvement begin- 
ning by the middle of 1948, leading to several 
years of good business. 

5. A more severe break sometime in 1947, 
followed by a downward spiral into deep de- 


pression with no recovery for several years. 


Of course it is on the point of timing 
that prediction has its greatest hazards. A 
forecast either of depression or prosperity 
will eventually come true if you stick to 
it long enough. To call the turn on the 
timing of a business move is almost im- 
possible except by sheer accident. Even 
after a corner is turned it requires several 
months before we can be sure of that fact. 

After that disclaimer I will venture the 
opinion that the turn already has arrived 
in the department store business (al- 
though the dollar sales figures will con- 
tinue to show increases for some months 
ahead) and that a period of readjustment 
in the general business situation will get 
under way in the first half of 1947. I am 
impelled to that view not only by the vis- 
ible evidences in the department store 
business in the last sixty to ninety days, 
but also by an analysis that recently has 
been made of department store stocks and 
outstanding orders in relation to sales. 
Mr. Alexander Sachs, using data compiled 
by the Federal Reserve System on depart- 
ment store sales, stocks, and outstanding 
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orders, has traced the picture in a series 
of indexes based on 1940. He has, in ef- 
fect, added the outstanding orders to the 
stocks to create a new index of existing 
plus prospective stocks, or to use his ter- 
minology “‘time-extended stocks.” It is 
on the relation of this index to sales that 
he bases his conclusions. The ratio of these 
“time-extended stocks,’ that is, actual 
stocks plus outstanding orders, has moved 
up from 3.7 times for the fourth quarter 
of 1945 to 6.3 times in the third quarter 
of 1946. “Such accumulation of existing 
and imminent inventories,” says Mr. 
Sachs, ‘‘must be regarded as indicative of 
the virtual completion of replenishment. 
.... This analysis of the inventory 
problem in distribution and the sketching 
in of the broader economic picture war- 
rants the general conclusion that the post- 
war replenishment boom already reached 
its peak in the summer of this year and 
that 1947 will be a year of recession and 
readjustment in prices . . . .”® This is a 
conclusion with which I am strongly in- 
clined to concur. 


MIXED TRENDS 


Thus it appears that we shall have in 
1947 a fy: mixed business readjust- 
ment, with department stores and agricul- 
tural commodities leading the business 
procession on the downturn, the depart- 
ment stores being in that position pri- 
marily because they must bear the brunt 
of the readjustment of consumer spending 
from the nondurable goods to the durable 
goods. This will be a mixed type of busi- 
ness readjustment, with some prices still 
rising while others are falling, some: 
goods in ample supply while others are - 
still hard to obtain. Agricultural prices 
will fall, and the cost of living will al- 
most certainly be lower by the end of 
1947. Along with price readjustments 
will go some decline in industrial output 
and a somewhat lower figure for total em- 
ployment. But there is little likelihood of 
so wide and deep a depression as the 1921 
affair, and chances are good for recovery 
by early 1948 or sooner. All this, of 
course, is on the assumption that strikes 
and labor troubles will not interrupt pro- 
duction to anything like the extent they 
did in 1946. 

Finally, I should like to urge on you 
very strongly a philosophy of taking this 
readjustment in stride, looking on it not 
as an evil but as a needed corrective, a 
corrective that fortunately has arrived on 
the scene early rather than late. Let's not 
get ourselves so wrought up about it that 
we scare ourselves into a business decline 
several times greater than it needs to be. 
Let’s not all break our necks rushing for 
the storm. cellar. Let’s take the longer 

(Please turn to page 212) 





® National Industrial Conference Board, Inc., 
The Business Outlook for 1947 (New York, 
the Board, 1946), pp. 30 and 31. 








A Tested Wage Incentive System 


In hand glass plants like Gillinder 
Brothers, at Port Jervis, New York, la- 
bor costs have in the past accounted for 
66 per cent. of all production costs. 
When wages are responsible for such a 
sizeable share of manufacturing expense 
there is no need to look for a stronger 
reason to install a wage incentive sys- 
tem for workers and foremen. Gillinder 
Brothers decided in 1937 to undertake 
a wage bonus program to see if they 
could lower the unit costs of their out- 
put. They called in a firm of manage- 
ment engineers to put in incentives, de- 
partment by department, over a period 
of several years. 

The major result in the past decade 
has been a one-third reduction in the 
plant’s labor costs per manufactured 
unit. Yet the unskilled workers covered 
by the incentive system, who make up 
five-sixths of the work force, are now 
earning 133 per cent. more than they did. 
The average worker who got 42 cents 
an hour then is getting about 75 cents an 
hour now under a guaranteed wage rate 
negotiated with the union—plus an- 
other 25 cents directly attributable to the 
wage incentive system. 

Skilled employees (glass blowers and 
pressers) who comprise the remainder of 
the plant’s 300 production workers are 
paid under a piecework arrangement 
that is worked out under a “horse-trad- 
ing agreement” with the union. It will 
not be discussed in this article since it 
represents more of a special arrangement 
with the union than an incentive en- 
gineering calculation. The skilled em- 
ployees however had a much higher ba- 
sic wage rate 10 years ago (and still have 
today), which is the principal reason 
their pay has not increased by as great a 
percentage as that of the average un- 
skilled worker. 

The company’s production force is 
covered by a contract with the American 
Flint Glass Workers’ Union, AFL, one 
of the oldest unions in the country. It 
is part of an industry-wide agreement 
negotiated every year in conferences be- 
tween the National Association of Man- 
ufacturers of Pressed and Blown Glass- 
ware and the international union. The 
AFGWU was originally a craft union, 
which about 10 years ago took in un- 
skilled glass workers. It has a no-strike 
agreement with the employers under 
which any dispute not settled by a local 
union and local management goes to a 
top Manufacturers and Workers’ com- 
mittee for a decision that is binding 
upon all parties. Asa result, the Gillin- 
der Brothers plant at Port Jervis has not 
had a strike in its 35 year history. The 
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company and union have one of the most 
stable labor-management relationships 
to come to the attention of the National 
Foremen’s Institute in its 25 years of 
experience in the labor relations field. 

The wage incentive system at the plant 
is not subject to union negotiation. The 
international union’s concern is with the 
raising of minimum guaranteed hourly 
rates of pay for various kinds of work. 
But the increases the union has gotten is 
reflected in higher bonus payments since, 
in the final calculation, the wage incen- 
tives are figured as percentages of the 
hourly rates. 


Incentives For Workers 

Gillinder Brothers makes a diversity 
of blown glass and pressed glass prod- 
ucts, including such items as glass en- 
closures for street and interior lighting, 
electric meter covers, bowls for electrical 
food mixers, a variety of giftware and 
other glass articles. Many of its prod- 
ucts, particularly the blown glass units, 
require a great many hand operations. 

The workers are grouped in depart- 
ments each responsible for a general 
process or phase of production. Incen- 
tives are operated by departments with 
a group bonus paid on the basis of good 
ware packed. To get a picture of the 
incentive system and general principles 
involved in the bonus plan at the plant, 
here is how it works in the decorating 
department : 

This department receives glass arti- 
cles, such as bowls, after the “blow-over” 
or excess glass has been removed by 
“cracking-off”’ and the rough edges 
have been smoothed by grinding on a 
revolving mill with a mixture of car- 
borundum and water used as an abrasive. 

A worker in the decorating depart- 
ment takes the bowl off the conveyor, 
washes it with water, dips it in methyl 
alcohol to speed up drying and puts it 


back on the conveyor. The next operator, 
the sprayer, takes it off the conveyor, 
puts it on a revolving table, sprays the 
bowl as it turns and then puts it back on 
the conveyor. 

On the basis of time studies made of 
the workers performing the tasks of 
washing and spraying, time allowances 
were worked out for each article. For 
example, it was established that a washer 
handling bowls of a certain type should 
do 48 an hour under normal conditions 
and without undue strain or fatigue, 
Standard production for washers is 
therefore 48 bowls an hour. 

Decoration by spraying requires much 
less hand movement and is a faster oper- 
ation. Standard production for the task 
is about 145 pieces an hour. 

Since the sprayer can complete his op- 
eration three times as fast as the bowls 
can be washed, it takes one sprayer and 
three washers to form a work team that 
can move the units along at an even pace. 
As a team they should turn out 145 bowls 
an hour to hit standard production (48 
for each washer, 145 for the sprayer). 

To encourage the worker at an early 
stage, the plant begins to pay a bonus at 
75 per -cent. of standard production. 
Therefore, for achieving 100 per cent. of 
standard production workers get a 25 per 
cent. bonus. For every percentage point 
they boost production above standard they 
receive 3/5 of one per cent. bonus. This 
ratio is typical of peacetime incentive in- 
stallations. 

In the week ending January 25, the 
decorating department reached 106 per 
cent. of standard production. The bonus 
rate was thus 25 per cent., plus 3/5 of 6 
per cent. Therefore about 29 per cent. to- 
tal bonus was paid as a percentage of each 
worker’s hourly rate. The washers, whose 
guaranteed minimum rate was 67.5 cents 
got a bonus of 19.5 cents and made a to- 
tal of 87 cents an hour that week. The 





Foremen’s Institute. 





AFTER 10 YEARS 


During the past decade, with the impetus of war, an increasing interest de- 
veloped in wage incentive systems. Some were “tailored to fit’; others were 
little more than veneers hastily applied to cover up unsound basic factors. The 
latter instances have frequently been failures. A carefully developed system 
can produce, however, both a lowering of costs for management and a raising 
of earnings for labor. In this article, based on the experience of a firm whose 
labor costs account for 66 per cent. of production costs, there is described the 
“how” and “why” of a system that has withstood ten hectic years of depres- 
sion, war and postwar readjustment. That is the best testimonial to its workabil- 
ity and its claim on your careful perusal. The author is president of National 
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sprayers, with a minimum rate of 71 
cents wound up with about 92 cents an 


hour. 


To explain the principles involved in 


the above example, a single type of bowl 
was used as the production unit. In prac- 


tice of course, the departments earn their 
bonuses for processing various kinds of 


glassware with different time allowances 


for each unit. The example was also based 
on a single hour of production whereas 
the bonus is actually computed on the rec- 
ord for all work hours for the week, 
averaged with the record of the three pre- 
ceding weeks. 

The reason for paying a bonus com- 
uted on a four weeks average is to sta- 
Filize payments and prevent too sharp 
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fluctuations due to an uneven flow of 
finished products. A great deal of work 
partly completed one week might be held 
over in the department and finished the 
next week. Averaged over four weeks the 
hills and valleys of production level out. 

The record of productivity in a depart- 
ment for one week, computed for a 
variety of glass articles, would look some- 
thing like the following table. The time 
allowance for one unit of each of five 
varieties is indicated as ta,, tao, and so on. 
The number of units produced of each 
type is shown as Nj, No, and the like. 
The right hand column represents the 
time allowance for total units produced of 
each type. All times are expressed in min- 
utes or fractions of minutes. 








Time Allowance Number of Units Total Time 

(per unit) Produced Allowance | 
ta 1.00 x N 400 = 400 | 
ta 5.00 pa N 200 = 1,000 | 
ta 75. x N 500 — 375 
ta 1.35 x N 700 = 945 
ta .20 x N 650 — 130 

Total Time Allowance 2,850 

for Week’s Production 

Time Taken 2,400 

(40 hours) 








On the basis of this one week alone, 
the department has achieved 119 per cent. 
of standard production by doing work 
given a total time allowance of 2,850 
minutes in 40 hours on the job (2850 
divided by 2400). But to get the bonus 
percentage to be paid by Gillinder Broth- 


ers, add up the total time allowance for 
the week and the three previous weeks, 
and divide that by the total time taken 
(time worked) in the whole period. 

For the week described, and the three 
previous weeks, the figures would look 
like this— 











is added to the bonus percentage. 





Week Ending Total Time Allowance Time Taken 
\, 2800 2460 (41 hrs.) 
1/11 2700 2400 
1/18 2900 2520 (42 hrs.) 
1/25 2850 2400 
11250 9780 
1a = 115 per cent. of standard production, 
9780 average for four weeks. 


Bonus for week ending 1/25—34 per cent.* 


* Under the formula earlier described, 100 per cent. of standard produc- 
tion pays a 25 per cent. bonus. Three fifths of every per cent. above standard 


| 








Where there are indirect workers in a 
department their bonus percentage is the 
same as that of the direct workers. 


Incentives for Foremen and Sub-Fore- 
men 


The bonus paid to the sub-foremen and 
foremen gives them an incentive to boost 
production, to cut down the amount of 


indirect labor, to reduce breakage of 
glassware, to practice good departmental 
housekeeping and safety practices, and to 
give equipment proper care. 

The most important item contributing 
to their bonus is the percentage of stand- 
atd production reached by their workers. 
They earn no bonus under this factor un- 
til their workers hit 85 per cent. of stand- 
atd production. That gives foremen a 5 
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per cent. bonus. The range of their bo- 
nuses above that is shown in the follow- 
ing excerpt from a company memo to sub- 
foremen in the finishing department: 


Group Effectuality 


A bonus will be earned by sub-foremen as 
soon as the workers under his direction have 
averaged 85 per cent. of the standard pro- 
duction. 


bonus 

At 85% the foreman will receive 5% 
” 86% ” ” ” ” 6% 
” 87% ” ” ” ” 7% 
” 88% ” ” ” ” 8% 
” 89% ” ” ” 9% 
” 90% ” ” ” ” 10% 
” 91% ” ” ” ” 11% 
” 92% ” ” ” ” 12% 
” 93% ” ” ” ” 13% 
” 94% ” ” ” ” 14% 
At or above 95% ” 2 ~ ” 15% 


a * * ok 


The second factor involved is the ratio 
of indirect to direct labor used in a de- 
partment or group. The more a sub-fore- 
man or foreman can reduce his indirect 
labor requirements in relation to his di- 
rect labor, the bigger his bonus. For ex- 
ample, if he normally requires 5 indirect 
to 10 direct workers, he will be rewarded 
by bonuses ranging up to 10 per cent. de- 
pending on how much he can reduce that 
ratio of manhours of indirect labor to 
manhours of direct labor. 

The third factor computed in the fore- 
man’s bonus is breakage. For holding 
breakage to 15 per cent. in his department 
he gets 5 per cent. bonus. As the break- 
age percentage decreases the bonus in- 
creases to a maximum of 25 per cent. bo- 
nus for keeping breakage down to 3 per 
cent. or less. 

The fourth factor, “days satisfactory,” 
is the result of a daily check on the fore- 
man’s effectiveness in departmental 
housekeeping, condition of equipment, 
keeping aisles clear and scrap glass in bar- 
rels, etc. For two days satisfactory in the 
week there is a 1 per cent. bonus, for 
three days 2 per cent., four days 3 per 
cent., five days 4 per cent. and six days 
5 per cent. 

After bonuses computed under these 
various factors are added up, there may 
be a deduction for failure to reach a re- 
quired volume of production for his de- 
partment. For each percentage point that 
volume falls below the requirement, 2/3 
of a per cent. is subtracted from the fore- 
man’s bonus. The purpose of this control 
is to prevent the payment of a large bonus 
for an extremely small volume, such as 
might occur in slack times. 

In some cases sub-foremen and fore- 
men’s bonuses are both paid on the fac- 
tors outlined. In other departments the 
foreman’s bonus is based on a percentage 
of the sub-foremen’s bonus together with 
other factors. The need for tailor-made 
adjustments to different situations has re- 
sulted in some departmental variations. 
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For example, in the hot metal department 
foremen are paid a bonus for increasing 
the poundage of good glass turned out 
per gallon of fuel oil melted, since oil is 
a large item of production cost. 

In actual practice the percentage of bo- 
nus earned by a foreman may fall below, 
may equal or exceed the percentage earned 
by his sub-foremen. However, he is al- 
ways paid a greater total wage since his 
base rate of pay is considerably higher 
than that of his subordinates. 

Taken as a group, foremen and sub- 
foremen earn bonus rates that usually 
range between 45 and 50 per cent., com- 
pared to a range of 35 to 40 per cent. for 
the average unskilled worker in the plant. 


“Human Nature” and The Incentive 
Plan 

The sometimes predictable, sometimes 
surprising elements in any incentive pro- 
gram are the individual and group reac- 
tions of workers and foremen. At Port 
Jervis, when the company president, Mr. 
James Gillinder, the vice-president and 
production manager, Mr. J. Fletcher Gil- 
linder, his assistant Mr. Walter Peck, and 
other executives have been able to foresee 
the ‘‘workings of human nature’ they 
have planned accordingly. At other times, 
when the unexpected has developed, they 
have applied common sense to their 
hal of the characteristics of the 
men or women concerned and _ thus 
averted serious difficulties. 

There have been occasional complaints, 
of course, when workers believed that a 
drop in the bonus percentage was due to 
errors in company records. Such com- 
plaints are usually presented to Mr. Peck 
by a committee of the plant union. He 
then checks the bonus and production rec- 
ords to see if the complaint is justified. 
Frequently he finds, in cases of unfounded 
complaints, that after he has given the 
union representatives the facts they bring 
in the employees concerned to hear the 
same information first hand. The “you- 
tell-him-for-us” reaction of the committee 
is, in a way, a form of passing the buck 
to the company. But it usually settles the 
issue effectively. 

When errors are made the company ad- 
mits them. Executives have been careful 
not to claim the system or records are in- 
fallible because they know that if they 
did, and demonstrable errors were later 
found, even minor ones, it would seri- 
ously impair the confidence of the union 
and the employees in the incentive pro- 
gram. 

The management says to the union: 

“Yes, we make errors occasionally but 
we catch the big ones. If a little one gets 
by one of the boys may lose a little by it. 
But they gain by: some errors too, and we 
can show you that over the long run they 
wind up even, and sometimes a bit 
ahead.” 

Although the weekly records showing 


The Controller, April, 1947 


bonus percentages and production are 
posted in each department, there are vir- 
tually no inquiries from workers about 
the detailed workings of the system. Man- 
agement believes employees understand 
the general principles of its operation. 
They also accept these principles because 
earnings have been satisfactory. The un- 
ion, the employees, and foremen too, con- 
sult the posted records mainly to see if 
the latest weekly earning has gone up or 
down compared to recent weeks. If there 
has been no sharp drop, the attitude is 
usually one of “‘no questions asked.” 

Dissatisfaction will sometimes arise 
when one group hears that another has 
done better. For example, a department 
may be content with its 35 per cent. earn- 
ing for a given week, until it learns an- 
other department hit the ball for a 40 per 
cent. bonus. The difference may be due to 
the cleanup of a backlog of work at one 
point in production. Management. ex- 
plains such differentials as promptly as 
possible before a group gets the feeling 
that “part of our bonus went to those 
other guys.” To plague another group, 
employees in one department sometimes 
will claim the day before payday that they 
are going to get a much bigger bonus 
than they actually will receive. It is hu- 
man nature to devise such pranks, but 
they can make life difficult for manage- 
ment. 

Gillinder Brothers has found that group 
incentives work out well for its type of 
production involving a group of interre- 
lated activities at each major phase in 
manufacturing. Workers in a group will 
complain when one of their number holds 
up production to any marked degree. 
There is a competitive feeling in the 
group toward other groups and occasion- 
ally one will claim it makes a greater con- 
tribution than another. Jobs and opera- 
tions in the departments concnat are 
then studied to see if the claim is war- 
ranted and adjustment is needed. 

Changes in time allowances and other 
basic computations are not made unless 
there is an obvious change in process, 
such as the installation of new equipment. 
When new time studies are undertaken, 
either because of process changes or be- 
cause time allowances must be worked 
out for a new product, the workers are 
timed with their full knowledge. It might 
be expected that they would be tempted 
to go a bit slower than necessary, to pro- 
duce a generous time allowance result. 
Actually, Gillinder workers have often 
stated after the first time test that they 
could cut the time without strain if they 
had certain equipment or conditions that 
might not be in the picture at the mo- 
ment. Voluntary information of this kind 
would not be offered if employees did 
not feel that the plant’s bonus system is 
fair to them. 

Foremen and sub-foremen covered by 
bonuses of the kind earlier described, pre- 


sent fewer human relations problems, 
Sometimes they have been known to te. 
sist suggestions for improvements in work 
methods in their departments, when the 
time allowances for certain units were not 
firmly established. Then some time later, 
after rates were fixed, they would adopt 
the suggestions. The result: a rise in 
hourly production and in their bonus and 
the departmental bonus. 

The worker incentive system is an aid 
to foremen of course, but it does not meet 
every day-to-day need for supervision. As 
Mr. Peck expresses it: ““A bonus system 
does not replace a good, responsible fore- 
man. 

As a whole, the plan has paid off for 
everybody at Gillinder Brothers. It is kept 
in good working order by continuous 
close attention from management. Too 
many systems that management has had 
installed around the country do not per- 
form properly because they are not super- 
vised and reviewed. At Port Jervis they 
have been careful not to make that mis- 
take. 


Six-Month Federal Deficit 
Totals $20.9 Million 


The government closed its books on 
the midway point of the current fiscal 
year with an operating deficit of $20,- 
937,344 for the six months. The drop 
back into the red came on December 
31, Treasury data showed, after quar- 
terly payments of corporation income 
tax had provided an operating surplus 
during most of the latter half of De- 
cember. 

Final December transactions saw 
expenditures outstrip receipts by $179,- 
242,886 and more than wipe out an 
operating surplus that stood at $157,- 
443,037 the previous day. 

Government revenues for the first 
half of the fiscal year totaled $18,466,- 
138,389, compared with $19,903,433,- 
409 for the same period of last year and 
an estimate of $39,600,000,000 for the 
entire fiscal year, which ends next June 
30. 

Spending for the six-month period 
amounted to $18,487,074,734 against 
$38,088,436,735 for the corresponding 
period of last year and a budget esti- 
mate of $41,500,000,000 for the entire 
current fiscal year. 

The national debt stood at $259,- 
487,330,927 compared with $278,681, 
970,658 at the end of 1945, the cash 
balance, from which money was drawn 
to pare the debt, was down to $3,501, 
877,350 at the close of 1946 from $26, 
003,412,272 at the end of 1945. 


* Eo * 


The net national income in the United States 
dropped from $80 billion in 1929 to $40 bil- 
lion in 1932 and rose to $80 billion in 1937, 
and to $160 billion in 1944, as shown in 4 
Twentieth ‘Century Fund report. 
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A Neglected Tax Refund Statute: 
Section 711 (b) (1) (H) (I) (J) (K) 


The aphorism, ‘‘Thar’s gold in them 
thar hills,’ may properly be paraphrased 
to read, “Thar’s gold in them thar base 

riods,” if corporations would only 
make the effort to recompute their average 
base period excess profits net incomes 
with special emphasis on line 24 of 
Schedule B of Form 1121 (1945). There 
may be a hidden treasure in store for 
many of them if they would investigate 
more carefully the data that supply the 
answers to: 


24 (a) Abnormal judgment, _liabili- 
ties, etc. 
(b) Abnormal expenditures for in- 
tangible drilling and develop- 
ment costs, 


and particularly, the more recent provi- 
sion, 
(c) Other abnormal deductions. 

In addition to the specifically men- 
tioned abnormal deductions under 24 (a) 
and (b), deductions such as moving ex- 
penses, patent litigation, unusual legal 
fees, rent, repairs and a variety of bad 
debts may well be considered as properly 
falling in category (c), which has most to 
offer as surprise excess profits tax relief. 

Abnormal and disproportionately large 
deductions in the base period of a tax- 
payer, which ordinarily reduce the earn- 
ings of a corporation, may be added back 
to the base period earnings for the pur- 
pose of rectifying its income credit. This 
adjustment in the base period will in a 
proper case afford such a taxpayer an ex- 
cess profits tax refund. 

There is still time for a taxpayer to 
avail itself of the benefits of excess prof- 
its refund claims for the years open within 
the usual three-year or other statutory pe- 
riod of limitations. The excess profits tax 
law applies to fiscal years up to Novem- 
ber 1946, and, indirectly, through the un- 
used excess-profits-credit carry-back up to 
November 1947. 

The pertinent parts of the Internal 
Revenue Code which treat of the excess 
profits tax relief measures for abnormal 
deductions in the base period are Subsec- 
tions 711 (b) (1) (H) (I) (J) and 
(K). The tax advantages offered in lines 
24 (a) and (b) of Schedule B of Form 
1121 were procured by Section 201 of the 
Second Revenue Act of 1940. Line 24 (c) 
was obtained more recently by Section 3 
of the Excess Profits Tax Amendments of 
1941, and, for that reason, its advantages 
might have been overlooked since the 
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original computation of the corporation’s 
income credit. 

Should the corporation succeed in es- 
tablishing its claim the excess profits tax 
relief will not be converted into an “In- 
dian” gift. The advantages of these tax 
relief measures are not offset by addi- 
tional income taxes for any of the base 
period years, though the use of the 
growth formula may be jeopardized. 
These tax adjustments are statutory in 
nature, and ate made for the purpose of 
determining an income credit. 

Within the scope of our consideration, 
two classes of deductions are treated by 
these subsections as being susceptible to 
excess-profits tax relief. First, there are 
those attributable to any claim, award, 
judgment, decree or interest thereon, and 
intangible oil, gas and mining drilling 
and development costs; and, secondly, 
all reasonable classes of deductions con- 
sistent with the taxpayer's business and 
accounting practice subject to the ap- 
proval of the Commissioner. 

Both classes of deductions may be ab- 
normal in character or in amount. If the 
class of deductions is of such a nature that 
it was abnormal as to character in the test 
period of the taxpayer, the entire amount 
may be restored to the earnings of the 
base period years involved. On the other 
hand, if the class of deductions is by na- 
ture or character normal for the taxpayer, 
the amount in excess of 125 per cent. 
above the average of the same class for 
the four preceding calendar, fiscal, or 
short years, may likewise be added back 
to the earnings of the affected base period 
years. 

The statute and the Commissioner's 
regulations prescribe restrictions or limi- 
tations on these adjustments to the tax- 
payer’s income credit with the conse- 
ore that a corporation’s base period 
abnormal deductions may prove to be a 
fool’s gold rather than a treasure trove. 
Some ate more serious obstacles than 
others. 

If the taxpayer's history is so brief that 
it does not offer four preceding years for 


inspection, enough of the succeeding 
years may be considered to make four or 
as nearly four years as possible, including, 
if necessary, the first excess profits tax 
year, but no later year. To illustrate, if a 
taxpayer began business on January 1, 
1938, and had an abnormal deduction in 
the year 1939 incurred because of costs of 
repairs, the standard period to determine 
the normal amount of cost of repairs will 
be restricted to the years 1938 and 1940, 
to the average dollar amount of which 
125 per cent. will be applied. The year 
1941 is the taxpayer's second excess prof- 
its tax year and may not be used. 

Another restriction or limitation on 
these adjustments is as follows. The excess 
amount of a particular class of de- 
ductions for the base period year in ques- 
tion must exceed the same class of deduc- 
tions for the current excess profits tax 
year, and any amount which may be re- 
stored to that base period year shall be no 
greater than the amount by which the de- 
ductions of such a class for that base pe- 
riod year exceeds the deductions of the 
same class for the taxable year for which 
the excess profits tax is being computed. 
In other words, the amount of the restora- 
tion in any base period year must not be 
more than the difference between the 
amount of the abnormal expense in that 
year and the amount of the same class in 
the current. taxable year. For illustration, 
if a taxpayer in the year 1938 had a de- 
duction of $200,000 and its average de- 
ductions of the same class for the four 
previous years was $100,000, the amount 
of $75,000 ($200,000 minus 125 per 
cent. of $100,000) may be restored, but 
only if the deductions of this class in 1938 
exceed by this or a greater amount the 
deductions of the same class in the tax- 
able year for which the excess profits tax 
is being computed. Hence, if for 1944 
the deductions of this class are $150,000, 
only $50,000 will be restored to the in- 
come of the year 1938 in determining the 
excess profits credit net income for the 
year 1944, 








HIDDEN TREASURE 


With careful attention to specific cases, which he cites, the author presents in 
| this article definite recommendations to corporate controllers and financial offi- 
cers regarding Section 711. Mr. Landman is a tax specialist, associated with 
| Peat, Marwick, Mitchell & Co., of New York. 
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Another restriction or limitation to be 
considered is as follows. If the current ex- 
cess profits tax year is a taxable year of 
less than 12 months and the taxpayer 
places its excess profits net income on an 
annual basis, or establishes an adjusted 
excess profits net income for a 12-month 
period, the deductions of the class upon 
such annual basis, or under such adjusted 
excess profits net income for such 12- 
month period, shall be treated as deduc- 
tions of this class for the current taxable 
year. In the above illustration, in which 
the taxpayer in the year 1938 has a deduc- 
tion of $200,000 and, its average deduc- 
tions of the same class for the four pre- 
vious years were $100,000, if $125,000 
of a certain class of deductions for a short 
excess profits period becomes $175,000 
in the process of establishing an adjusted 
excess profits net income for a 12-month 
period, only $25,000 will be restored to 
the income of the year 1938 for the com- 
putation of excess profits taxes. This 
treatment of a short taxable year for this 
Section 711 relief is not provided for in 
the statute but appears in the Comission- 
er’s regulations. It is of doubtful legality. 
Its fate must await the ultimate decision 
of the Tax Court. 


CAUSE AND EFFECT 


Another and most significant restriction 
or limitation upon the application of this 
boon to the excess profits taxpayer is the 
statutory provision that the class of de- 
ductions is not allowed to be restored if 
the character of the abnormal deduction 
or its excessive amount is a consequence 
of an increase in gross income, or a de- 
crease in another deduction in the base 
period, or a change at any time in the 
type, manner of operation, size, or con- 
dition of the business. For example, if a 
company’s business bad debts and gross 
income trebled in the year 1939 as com- 
pared with the year 1938 as a result of an 
increase in business, despite the fact that 
the business bad debts might otherwise 
be appropriately restored to income under 
this statute, they would not be eligible 
for such tax saving treatment because the 
company’s gross income increased propor- 
tionately with this deduction. On the 
other hand, if a company paid high at- 
torney’s fees to defend an exclusive proc- 
essing method in the year 1939, and its 
1939 gross income did not exceed that of 
the previous year because of it, the tax- 
payer would be entitled to this tax relief. 

This last restriction or limitation on 
the application of this statute frequently 
defeats what would otherwise appear to 
be extreme Congressional generosity. 
That was the fatal defect in the first Tax 
Court case on this aspect of the statute. 
The William Leveen Corporation deci- 
sion! held that in determining the excess 





(1) 3 T.C. 593. 
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profits tax for 1940, the abnormal por- 
tion of a bad debt deduction in a base pe- 
riod year, which year also showed an in- 
crease in gross income, may not be 
restored when evidence fails to show that 
the abnormality in amount was “not a 
consequence of an increase in the gross 
income of the taxpayer in its base period.” 
For a time it was believed that, since the 
burden of proof was on the taxpayer to 
establish that the abnormal deduction in 
the base period was not a result of an in- 
crease in gross income, attempts to elimi- 
nate this type of abnormal deduction to 
effect an upward adjustment of a tax- 
payer's income credit were futile. 

The problem of the cause and effect re- 
lationship between an abnormality and 
the operations of a taxpayer reappeared, 
but this time the taxpayer was successful. 
In the R. C, Harvey case? the subject mat- 
ter of the controversy was a sum of $17,- 
500 in full settlement in 1937 of an em- 
ployee’s demand for commissions. The 
taxpayer contended that this sum was pay- 
ment in satisfaction of a legal claim, and 
as such is abnormal for it as to character 
and amount. The Treasury argued that a 
decrease in commissions, if not an in- 
crease in gross income, caused this alleged 
abnormality. The Tax Court decided the 
question by holding that the decrease in 
commissions occurred after the settlement 
of the legal claim, and therefore it is not 
tenable that the payment of the claim was 
a consequence of a decrease in commis- 
sions. In further pursuit of its reasoning, 
the Treasury urged that since the payment 
was for commissions and not of a legal 
claim, the sum could not qualify as an ab- 
normality as to amount because it is not 
more than 125 per cent. of the average of 
what was paid in the previous four years. 
This contention also proved futile because 
the Tax'Court reiterated that the payment 
was in discharge of a legal claim, though 
not adjudicated, and not for commissions, 
and as for the former such an item did 
not appear in the taxpayer's test period. 

The taxpayer's difficulty to establish 
the negative facts that the abnormality as 
to character or as to amount is not a con- 
sequence of an increase in its gross in- 
come in its base period is further borne 
out in the Iron Fireman Manufacturing 
Company decision.’ In this case, the tax- 
payer proved abnormal deductions in 
1937 and 1938 for replacement expenses 
occasioned in part by defects in new 
models of “coal flow’ and anthracite 
stokers. The Tax Court refused to sustain 
them as restorable items to the taxpayer's 
income credit because it failed to prove 
the negative sequence of the events of in- 
creased gross income and these items. 

The inability to prove the negative facts 
that an abnormality was not a conse- 
quence of an increase in the gross income 


(2) 5: 7.0, 431. 
(3) 5 T.C. 452. 


of the taxpayer in its base period, or a de- 
crease in the amount of some other deduc. 
tion, or was not a consequence of a change 
at any time in the type, manner of opera. 
tion, size, or condition of its business, has 
been fatal in many an otherwise meritori- 
ous Section 7114 tax refund claim. Even 
the Treasury has found it to be so, when 
it needed to prove for its own tax advan- 
tage that the taxpayer had an abnormality 
in its base period. In the Pepsi Cola Com- 
pany case,° where because of a procedural 
court technique the burden of proof was 
shifted to the Treasury, the Tax Court 
held that the Treasury failed to show that 
a bad debt deduction in amount was not 
a consequence of one or more of the 
aforementioned factors enumerated in 
Section 711 (b) (1) (K) (ii). 

A loss in 1937 as a result of the con- 
demnation by the Mexican Government 
of the Mexican end of the bridge at 
Laredo, Texas, which the taxpayer built 
and owned, was held in the Laredo 
Bridge Co. case® as abnormal, and the 
cause of a change in the size of its busi- 
ness. The Tax Court was divided on the 
issue. The minority held that the chain of 
events were the condemnation, the reduc- 
tion in volume of business, and the loss. 
The prevailing opinion insisted that the 
loss caused the diminution in business. 

On the other hand, in the North Caro- 
lina Equipment Co. case,’ the loss on the 
sale of a building was held strangely not 
to be an abnormal deduction at the time 
when an equipment corporation discon- 
tinued a line of farm machinery after an 
unsuccessful trial period. The Tax Court 
added that even if this loss were abnor- 
mal, it was a consequence of a change in 
the type, manner of operation, size or 
condition of the business for which the 
statute denies adjustment. 

In the Pacific Gas and Electric Co. 
case,8 an abnormality in bad debt deduc- 
tions for 1939 based on accounts receiv- 
able of a taxpayer's subsidiary for services 
rendered to customers in prior years was 
not restorable to augment taxpayer's in- 
come credit because the deduction was 
due to a change in the manner of opeta- 
tion of its business. But, this case did 
hold that an abnormality in bad debt de- 
ductions due to worthlessness of loans to 
an International Exposition was qualifi- 
able for Section 711 tax relief® because 
this deduction was not a consequence of 
an increase in the gross income of the 
base period. 

The most recent case on this point is 


(4) Section 711 (b) (1) (H) (1) (J) 
(K). 


(5): S T.C. No. 23, 

(6) 7: 7.C. 17. i 

(7) North Carolina Equipment Co. Par. 
45,202, P.H. Memo. TC. 

(8) 7 T.C. No. 134. 

(9) Section 711 (b) (1) (H) (1) () 
(K). 
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the O. Hommel Co. case.1° This decision 
held that a bad debt deduction for 1938 
resulting from a bankruptcy was an ab- 
normality in amount and properly restor- 
able to the taxpayer’s income credit, be- 
cause this loss was not a consequence of 
an increase in gross income in the base 
period. 


NATURE OF DEDUCTIONS 


What deductions may qualify for res- 
toration to a taxpayer's income credit? 
Gross income is explained for tax pur- 
oses in Section 22 of the Code. Simi- 
larly, deductions from gross income are 
defined in Section 23 of the Code. Are 
only these deductions eligible for Section 
71111 treatment? Or may also the items 
that go into the cost of sales be eligible as 
abnormal deductions? The latter may not 
be deductible from gross income, but they 
are deductible from sales to arrive at gross 
income. At any rate, neither the statute 
nor the regulations deny cost of sales 
items Section 711 tax relief. The Tax 
Court has already ruled on this question. 

It began with the problem of a break- 
down of bad debts, which is not quite in 
point. Abnormal deductions for bad debts 
arising from unsatisfied loans to employ- 
ees in the base period were allowed for 
Section 711 treatment in the Green Bay 
Lumber Co. case.12 Here, the Tax Court 
declared that the classification of deduc- 
tions under Section 711 (b) (1) (J) is 
not restricted to the classification of de- 
ductions for income tax purposes outlined 
in Section 23 of the Code. The taxpayer 
claimed that bad debts from uncollected 
loans to employees is distinct from bad 
debt losses from trade transactions, and, 
as such, was upheld in restoring to in- 
come bad debts to employees in comput- 
ing its average profits for the base period 
for excess profits tax purposes. 

In the Wentworth Manufacturing Co. 
casel8 the taxpayer claimed 13 different 
classes of deductions, i.e., advertising, 
telephone and telegraph, moving expense, 
stock transfer and registration fees, IIli- 
nois unemployment insurance taxes, bad 
debt reserve additions, lease cancellation 
expense, leasehold improvement amortiza- 
tion, contract damage claim, employees 
minimum wage payments, interest on in- 
debtedness, fees of efficiency engineers, 
and one other. It incurred them in 1938 
when it moved its operations from Chi- 
cago, Illinois, to Fall River, Massachu- 
setts, Adjustment for abnormal wages 
paid during the latter part of the base pe- 
tiod to employees to help the investiga- 
tion of the efficiency engineers was not al- 
lowed because this expense was a direct 





(10) The O. Hommel Co. v. Com’r, 8TC 
No. 46, 


ag) Section 711 (b) (1) (H) (I) (J) 


(12) 3 T.C. 824. 
(13) 6 T.C. 1201. 
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consequence of a change in operation of 
the taxpayer’s business, even though the 
cost of hiring these employees was abnor- 
mal as compared with earlier years. 

This case goes far in affording Section 
711% relief particularly because of its 
permissible diversified classification of 
items including those that might properly 
be part of the cost of goods sold. It is sig- 
nificant also because the Tax Court held 
unequivocally that Section 711 relief is in 
order even if the expenses actually initiate 
the changes in the character of the busi- 
ness, and are undoubtedly not conse- 
quences of such changes. 

Yet, in the recent decision in the Ar- 
row-Hart & Hegeman Electric Co. case,1® 
a special assessment of school taxes for 
1937 was held not to be abnormal as to 
character under subparagraph J (i) of 
Section 711 (b) (1). The Tax Court fec- 
onciled this decision with the trend of its 
earlier cases, however, by taking the po- 
sition that the special assessment was in 
reality an increased property tax. Though 
it did qualify as an abnormality as to 
amount, the sum in excess of 125 per 
cent. of the average of the property taxes 
for the test period was less than the 
amount for the same class for the taxable 
year 1941 under investigation. However, 
informal pensions, payments to widows, 
sickness pay, severance allowances, inter- 
est on loan to purchase preferred stock, 
and other loans for current operations 
constituted restorable abnormal deduc- 
tions as to amounts. The taxpayer also es- 
tablished that they were not a conse- 
quence of any of the disqualifying 
economic factors, and were properly in 
excess of the averages of their respective 
classes of the test period and of the tax- 
able excess profits years. 

These decisions are so significant that, 
in selecting unusual or non-recurring 
losses or expenses for the purpose of de- 
termining pasate deductions, one must 
not be content with the classification of 
such items as they appear on tax returns 
or even in audit reports for the base pe- 
riod, but one should re-examine them for 
a determination of their true nature. 


ABNORMALITIES IN CHARACTER VS. 
AMOUNT 


The problem of qualifying for the right 
to add back abnormal deductions to in- 
crease a corporation’s excess profits credit 
is aggravated by an unfortunate regula- 
tion. It defines abnormal deductions as 
follows: 

A class of deductions is abnormal only 
if the taxpayer has no deductions of that 
class in the taxable years prescribed for 
determining average deductions. 

If this be so, the statutory distinction 


(14) Section 711 (b) (1) (H) (I) (J) 
(K). 
(15) 7 T.C. No. 158. 
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between abnormality in character and ab- 
normality in quantity is superfluous. If a 
class of deductions is abnormal only if it 
is absent in the test period of the tax- 
payer, then the distinction between abnor- 
mal deductions as to character and as to 
amount would be academic, because 0 
multiplied by 125 per cent. is 0. What 
the regulation defines is a class of deduc- 
tions which is abnormal as to character, 
and ignores the one that is abnormal as to 
amount, provision for both of which is 
clearly in the statute. This erroneous reg- 
ulation must have been drafted inadvert- 
ently because as it stands it is invalid and 
unreasonable. 

The City Auto Stamping Co. case1® has 
held it recently to be a nullity. The tax- 
payer contended that sums spent in set- 
tlement of a law suit in 1937 should be 
eliminated in arriving at its average base 
period net income. The Commissioner 
classified these deductions as normal be- 
cause the taxpayer experienced a similar 
deduction in an earlier year with the con- 
sequence that the application of the 125 
per cent. rule for excessive abnormalities 
yielded no relief. This decision is there- 
fore authority for the proposition that de- 
ductions as to character, unlike deduc- 
tions as to amount, are not subject to the 
restriction of the 125 per cent. limitation. 

The tax implications of this decision 
are very broad. It is very likely that an 
abnormality as to character incurred in 
two successive base period years may re- 
tain its status and may therefore be free 
from the limitation of the 125 per cent. 
rule. Or is the abnormality in the first 
year one of character and the abnormality 
in the second year one of amount? 


ONLY FOR TAX RELIEF 


It is important to note that the Com- 
missioner may not invoke the provisions 
of Section 71117 to the detriment of a 
taxpayer. In the Colson?® and Mullaly?® 
cases, the Commissioner sought in vain to 
minimize the taxpayers’ advantages of the 
growth formula by adjusting upward 
their incomes during the first half of their 
base periods by eliminating an abnormal 
bad debt deduction and an advertising 
expense respectively. Apparently, only 
taxpayers may avail themselves of this 
Section 711 relief, and may employ it 
when it is to their tax advantage to do so. 


PROPER PLEADING 


Improper pleading under Section 711 
as under any other section of the Internal 
Revenue Code may be damaging to an 
otherwise meritorious tax refund claim. It 


(16) 7 T.C. 354. 
se Section 711 (b) (1) (H) (I) (J) 


(18) 5 T.C. 1035. 
(19) 5 T.C. 1376. 


( 
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behooves one to be cautious in the selec- 
tion of the statute under which one is 
pleading, and after having done so, to ad- 
vance proof in accordance with it. 

In the W. H. Loomis Talc Corp. case,?° 
it was decided that payments of claims 
for injuries and medical expenses to a 
taxpayer's employees were not casualty 
losses under Section 711 (b) (1) (E) 
but were deductions relating to the pay- 
ment of judgments, claims and awards 
under Section 711 (b) (1) (H), and 
therefore the taxpayer was not upheld be- 
cause of its mispleading. 

In the Consolidated Motor Lines, Inc. 
case,?1 the taxpayer had large theft, fire, 
turnover, collision, rain, and injury losses 
throughout the base period. The Tax 
Court held they were not casualty losses 
under Section 711 (b) (1) (E) but re- 
curring, ordinary and necessary business 
expenses. However, it excepted that some 
of them might have been abnormal de- 
ductions as claims, judgments and awards 
under subsection 711 (b) (1) (H), had 
they been pleaded. 


PROCEDURE AND SIGNIFICANCE 


The taxpayer may avail itself of relief 
from these various abnormal deductions 
in its base period by claiming them in a 
schedule with a supporting explanation 
attached to the excess profits tax return, 
or specially on Form 843. In either in- 
stance, it is imperative that it show the 
computation of the amount of the deduc- 
tion to be restored to the base period in- 
come, its prices and gross sales, and the 
evidence that the abnormal deduction in 
character or quantity is not a consequence 
of an increase in the gross income of 
the taxpayer's business, or a decrease in the 
amount of some other deduction in the 
base period; and is not a consequence of 
a change at any time in the type, manner 
of operation, size or condition of the busi- 
ness engaged in by the taxpayer. 

If it has not already done so for Section 
722 relief, every excess-profits corpora- 
tion may well afford to have its base pe- 
riod scrutinized for the aforementioned 
Section 711 relief. This would entail mak- 
ing a comparative annual study from 1932 
up to the present on multi-columnar 
sheets of all income, as well as deduction, 
items appearing on the income and excess 
profits tax returns, giving effect to all 
revenue agents’ reports. Supporting sched- 
ules should then be prepared for those 
blanket items which lend themselves to 
subdivision, such as repairs, taxes, sala- 
ries, wages, bad debts, interest, and rent. 
Tax return and even audit report classifi- 
cations of items are not necessarily gov- 
-erning as previously emphasized. All siz- 
able items should be subjected to closest 
investigation. Frequently, litigation costs 
may be concealed in the general expense 


(20) 3 T.C. 1067. 
(21) 6 T.C. 1066. 
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account. Strike expenses may be interred 
in the wages account. Yet, these items, 
like so many others, may readily serve as 
abnormal deductions which may be tfe- 
stored to reconstruct a higher excess prof- 
its credit based on income. 

Some classes of deductions need not be 
subjected to this investigation. Deprecia- 
tion and depletion are too closely corre- 
lated with production and income to pre- 
sent any abnormal deductions. Corpora- 
tion gifts are restricted to 5 per cent. of 
net income. Insurance is prorated over 
the term of the insured period when the 
corporation is on the accrual basis. 

It should be noted that restorations of 
abnormal deductions in the second half 
of the base period might accord the tax- 
payer dual relief. This is so because in 
the first instance the restoration elimi- 
nates an otherwise deduction to base 
period income. Secondly, this adjustment 
might either make the growth formula 
applicable, or increase its effect, if it is 
already applied. Contrariwise, the restor- 





ation of an abnormal deduction in the 
first half of the base period might elimi- 
nate the i gr of the growth for- 
mula or reduce its valuable effect, and 
therefore would not be availed of by the 
taxpayer. 

In conclusion, no investigation for Sec- 
tion 71172 treatment must be unmind- 
ful of Section 722 relief for a constructive 
base period income. Losses or deductions 
resulting from an interruption or diminu- 
tion of operations, or a depression due to 
temporary economic circumstances in the 
base period may afford relief under (b) 
(1) or (b) (2) of Section 722 and under 
(b) (1) (H) (1) (J) or (K) of Section 
711. For example, the costs of patent liti- 
gation may be restored to base period 
earnings under Section 711, and re- 
straint in the use of the patents may be 
proper grounds for a Section 722 tax re- 
fund claim. Duplication of relief, how- 
ever, is not permitted. 


(22) Section 711 (b) (1) (H) (I) (J) 
(K). 


Guaranteed Annual Wage Plan Requires 
Careful Analysis 


A sound approach to guaranteed wage 
goals, declares a recent issue of ‘The 
Clarkson Letter,” consists of two major 
steps to be taken by each individual em- 
ployer in the following order: 

1. Industry and labor should cooper- 
ate to regularize operations as much as 
possible by such methods as: Better sales 
forecasting, stocking goods during low 
sales periods, stimulating off-season busi- 
ness, interchanging workers among de- 
partments to dove-tail busy and slack pe- 
riods, diversifying products seasonally, 
using special work squadrons to carry 
peak loads of various departments on a 
rotating basis, encouraging customers to 
buy more regularly, and carrying on plant 
maintenance and repair during odd sea- 
sons. 

2. The employer should then make the 
best guarantee that he can honestly ex- 
pect to fulfill after very careful study. In 
some industries this means learning to 
pay by the week instead of by the hour 
or by the day; in others it means learning 
to pay by the month instead of by the 
week; in still others guarantees of three, 
six, nine, or even twelve months may be 
possible. 

The employer will consider many 
points, the article continues. Decision 
must be made as to the eligibility rules 
governing which employees are to receive 
the guarantee and whether such em- 
ployees will receive identical guarantees. 
Shall the guarantee take the form of a 
wage advance, assured steady employ- 
ment, or a minimum total income? Will 
actual operations be stable or unstable? 


Is complete transferability of workers 
permissible? Are earnings to be variable? 
What emergency provisions must be in- 
cluded ? 

Job security and guaranteed income 
should not be made a political football. 
If they are achieved, it will be due to 
hard work and careful study by manage- 
ment and labor. This will take time. 
Rushing into such plans on the basis of 
hasty legislation or collective bargaining 
strength will result in discrediting the 
idea of job and income security and it 
will make more difficult the achievement 
of continuous productive employment for 
the greatest practicable phere: 





Adequate Profits Essential 


Over the years the Bell System has 
been permitted, under public regula- 
tions, to earn enough to pay good wages 
and return to investors sufficient to as- 
sure the safety of their investment and 
to attract the new capital needed to ex- 
pand and improve the service. Adequate 
earnings over the longterm past have 
been essential in bringing about service 
which, in spite of all difficulties caused 
by present temporary overloading of the 
plant, is incomparably better and more 
valuable than the service of a generation 
ago. It is equally essential and in the 
public interest that earnings be adequate 
in the future to insure to the business 
the continued flow of capital so neces- 
sary to meet the continuing public de- 
mands for more and better service. 


Walter S. Gifford 


President, American Telephone | 
& Telegraph Co. 
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Bap news or good, the report card 
tells Little Freddie’s personal history 
with graphic simplicity. 

Similar simplicity can be used to 
chart an accounting history of your 
company’s affairs—by means of the 
amazingly economical Comptometer 
Peg-Board Plan. It doesn’t matter 
who enters labor, sales, stock, cost 
items: if entered once on “peg-strip” 
forms they need never be copied 
again! For Comptometer’s Peg- 
Board Plan makes original postings 


N.W. AYER & SON 


yield final results! No wonder Amer- 
ican business, of every kind and size, 
is turning to this money-saving method. 

Whatever the item, the figures are 
entered once and once only! 

And, so flexible is the increasingly 
popular Comptometer Peg- Board 
Plan, it will give any combined state- 
ment for such accounting jobs as pay- 
roll, sales analysis, labor distribution, 
production, inventory control, etc. 

Economy-minded business can 
effect great savings by adapting this 
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Very personal history 


Plan to its own problems. To learn 
how, call your nearest Comptometer 
representative. The Comptometer, 
made only by Felt & Tarrant Manu- 
facturing Co., is sold exclusively by 
its Comptometer Division, 1734 N. 
Paulina Street, Chicago 22, Illinois. 


COMPTOMETER 


REG. U. S. PAT. OFF 


ADDING-CALCULATING MACHINES 
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| Scanning the Controllership Scene 








Peak Reserves to Meet Inventory Price Drops 


Larger reserves are being set-up by manufacturers, than 
ever before, to guard against inventory price hazards, it is 
noted in a review of annual reports by “The Journal of 
Commerce,” which points out that “the need for protection 
has been felt particularly in industries in which raw mate- 
rials comprise a substantial part of costs’”—especially meat 
packing, textiles, metals, rubber, chemicals, tobacco, distil- 
ling, foods and retail sales companies. The LIFO method of 
inventory valuation plus the augmented reserves, are ex- 
pected to provide ample cushion for most companies against 
inventory price declines. 


“For This Relief, Much Thanks” 


Questionnaires from federal bureaus and agencies are ex- 
pected to total only’ 4,000 this year. That still means plenty of 
6 9 on the part of business, but it is quite a decline, to 
take the optimistic viewpoint, from the war-time questionnaire 
peak of 6,200. Current efforts by the Budget Bureau's Division 
of Statistical Standards, which is headed by Dr. Stuart A. Rice, 
are aimed at streamlining reports demanded of railroads and 
broadcasters, and simplifying schedules of the forthcoming Cen- 
sus of Manufacturers. 


Deadline for Claims Against Alien Property 


Private creditors who desire to file claims against alien property 
seized by the Government prior to January 1, 1947, must make such 
claims by next June 1, Attorney General Clark has announced. With 
the setting of this deadline, Director Donald C. Cook of the Office of 
Alien Property said some 6,000 debt claims, involving $120,000,000 
have been filed against seized goods to date. 

The Attorney General’s announcement also said that unless persons 
seeking a return of property seized in wartime take formal action 
with the Alien Property Office before July 1, 1947, “the property may 
be reduced by the payment of valid debts of the former owners.” 


Manufacturers’ Failures in Majority in 1946 


Although the business failure record in 1946 was compar- 
atively favorable—1,130 insolvencies compared with 14,768 
in 1939—credit and financial circles are anticipating a less 
favorable trend, repeating the pattern after World War I. A 
quarter-century ago failures rose to a peak of 23,676 in 1922 
(Liabilities involved exceeded $623 millions) as the result 
of embarrassments caused largely by the commodity price 
decline late in 1920 and during 1921. 

The failure record for 1946 showed, for the first time 
since such records have been kept, that failures of whole- 
salers and retailers were below rather than above manufac- 
turers’ failures. War contractors who found themselves un- 
able to convert to postwar activity were largely responsible 
for this deviation from the usual pattern. 


Future of Cash Discounts 


Inquiries are being received regularly from manufacturers, 
wholesalers and jobbers as to the future of cash discounts, re- 
ports Henry H. Heimann, executive manager of the National 
Association of Credit Men. Many who have heretofore allowed 
a discount of two per cent. for payment in 10 days from date of 
the invoice, now contend that with the present low interest rates, 
such a premium is too high. He points out, however, that cash 

remiums were never wholly controlled by interest rates, but 
that the original purpose was to increase turnover and in. some 


cases were used as a competitive weapon. Cash discounts in the 
future may be less attractive, although Mr. Heimann feels they 
will remain substantially high. 


Capital Gains Poll 


A poll taken of its members, by the Association of Customers 
Brokers, shows that 99 per cent. favor the elimination or reduction of 
the present six-month holding period in the capital-gains tax legisla. 
tion, The consensus was that such action would “encourage investors 
to ght more thought to the fundamental merits of security purchases 
and sales rather than to the tax angle.” To the question of what per- 
centage of sales of clients during last October, November and Decem- 
ber “were motivated, mainly, to establish losses,” replies were varied 
showing a range of from less than 10 per cent. to 90 per cent. Richard 
M. Ross, association president, said it was his intention to forward 
the poll results to the proper Congressional committee. 


Credit Volume Bolsters Retail Sales 


Volume of credit sales, now on the upswing, will go a 
long way in bolstering total sales volume, it was pointed out 
recently by Clarence E. Wolfinger, president of District 12 
of the National Retail Credit Association. 

Retail credit expansion in recent months, he said, has in- 
creased to the point in total dollar volume equal to that of 
1939. It still is far short, however, in the ratio to total retail 
sales existing in 1939, he added. Credit men are now con- 
cerned with tightening up of credit terms, according to Mr. 
Wolfinger, and brushing up on collection techniques which 
have been neglected during the war period. 


Taxation vs. Incentive 


In a recent poll, the British Institute of Public Opinion asked 
Britons: “What do you think is the main reason why many peo- 
ple are not prepared to work harder than they are doing at the 
present time?” Poll-takers deliberately refrained giving persons 
asked a choice of reasons. 

People named their own reasons “out of the air.” And the 
reason picked by most people—18 per cent. of them—was heavy 
taxation. The American Institute of Public Opinion inter preted: 
“There's not much point, in other words, in working harder and 
making more money, because the government takes most of it 
away... . The precise degree to which such thinking affects 
a national economy would, of course, be difficult to say; but it is 
safe to assume that in a period, such as the present, lack of in- 
centive easily could have a depressing effect on the level of busi- 
ness activity and a marked bearing upon future national pros- 
perity.” 

The reasons given for the lack of British enthusiasm for 
harder work were: High level of taxation, 18 per cent.; war 
weariness, 12 per cent.; insufficient food, 9 per cent.; people are 
too lazy and/or selfish, 8 per cent.; wages are too low and liv- 
ing cost too high, 6 per cent.; not enough goods to buy with 
money earned, 5 per cent.; anxiety and lack of security, 4 per 
cent.; bad living conditions, 4 per cent.; poor promotion pros- 
pects and bad working conditions, 3 per cent.; too much cod- 
dling and wages too high, 3 per cent.; not enough incentive, 2 
per cent.; other comment and no opinion, 26 per cent. 


Even the Dodgers! 


Tax refunds totaling $3,119 millions were paid by the Federal 
Treasury in the fiscal year 1946, to approximately 50,000 individuals 
and corporations, the bulk going to corporations. Railroads, steel and 
iron processing firms, machine tool companies, oil firms and ship- 
builders received most of the big refunds. Excess profits tax payments 
made up most of the refunded amounts. 

Even the Brooklyn Dodgers (the baseball, not the tax variety of 
dodger) were on the list, recapturing $18,412. “Dem Bums” indeed! 

—PAUL HAASE 
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Announcing : 


1947 MIDWESTERN CONFERENCE 


Sponsored by the 


Pittsburgh Control, 


Controllers Institute of America 


To be held in 


PITTSBURGH 


Sunday-Monday-Tuesday 


MAY 18-20, 1947 


WILLIAM PENN HOTEL 
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Preview of Program: 


SUNDAY P.M. 


Reception and Cocktail Party 

Dinner 
Westinghouse Quartet 
Speaker: Gerald M. P. Fitzgibbon, Humor- 
ist 


MONDAY A.M. 


“Interpreting the Company’s Financial Posi- 
tion Through its Annual Reports” General 
Session plus a Panel Discussion on the manage- 
ment, employee and public viewpoints. 


MONDAY NOON 
Special Luncheon—Speaker to be announced. 


MONDAY P.M. 


“The Future Trend in Compensation” 
General Session featuring a Panel Discussion 


on Wage Incentives, in addition to considera- 
tion of the Guaranteed Annual Wage. 


MONDAY EVENING 
Conference Banquet 
Subject: “The Price of Freedom” 
Speaker: H. W. Prentis, President, Arm- 
strong Cork Company; past President, Na- 
tional Association of Manufacturers. 


TUESDAY A.M. 
“Where Do We Stand on Economic Stabiliza- 
tion?” 
General Session plus a Panel Discussion, with 
addresses by two authoritative speakers. 


TUESDAY NOON 


Special Luncheon—Speaker to be announced. 
Conference Adjournment 
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My remarks will concern only the 
practical, everyday, across-the-desk prob- 
lems of the controller. The theoretical 
aspects of business problems are impor- 
tant and must be clearly understood to 
stake out the boundaries within which 
practical solutions may properly be de- 
veloped. Decisions, however, are invari- 
ably shaped by the practical considera- 
tions of the matter at hand, for only in 
this way can we give purpose and utility 
to our actions. 

My concept of the controller's func- 
tion limits his responsibilities to only 
accounting and related activities. To be 
more specific, I firmly believe that the 
value of the controller’s contribution to 
the business enterprise will be in direct 
proportion to the assistance he affords 
management in its job or coordinating 
the performance of the organization 
with its objectives. He can render this 
assistance through reporting and inter- 
preting significant financial data sup- 
plied by the accounting system he pro- 
vides and maintains. These statements 
are made with the full realization that 
in any particular organization the duties 
and responsibilities of the controller 
may vary widely from those just de- 
scribed. I also recognize that the con- 
troller’s individual capabilities play an 
important part in determining the scope 
of his activity. Nevertheless, if account- 
ing is ever to attain the degree of utility 
of which it is capable, if it is to develop 
its potentialties as a social force, if it is 
to continue as a tool of management, its 
processes must be given more intensive 
and intelligent study. 

To do this in the professional and sci- 
entific manner justified by the oppor- 
tunities that exist, demands the full 
time attention of controllers and ac- 
counting officers whose energies are not 
weakened by their engagement in ac- 
tivities outside the field of accounting. 
Surely these demands cannot be judged 
excessive when we stop to total the con- 
sequences that result from inadequate 
accounting information. For wherever 
accounting has failed to meet its broader 
responsibilities, you will find a control- 
ler or accounting officer who lacked 
proper vision or who assumed responsi- 
bilities outside the field which should, 
and does, require all his time and ef- 
forts. It is my conviction that the con- 
troller will be extolled in the annals of 
business not for his versatility, but for 
the usefulness of the service he contrib- 
utes for the guidance of the financial 
affairs of the business. 

It would not be unduly immodest of 


Current Problems of the Controller 


By Gay Carroll 


us to say that a chapter of this history 
has already been written. In the period 
of the last thirty years American busi- 
ness has survived more challenging ex- 
periences than in any similar period. 
Despite the exigencies of two World 
Wars, the difficulties of two major de- 
pressions, and the dangers of two of 
our most inflationary periods, American 
business has emerged more vigorous 
and productive than ever before. Even 
the decade of the “thirties,’”’ which in- 
troduced new political philosophies that 
advocated a “controlled economy,” en- 
couraged industrial strife, and dis- 
credited all those who were so presump- 
tious as to report a profit, did not 
weaken our industrial facilities to the 
point where we could not supply the 
vast war demands of our allies along 
with our own needs. Through all of 
these uncertainties, business has been 
kept on a sound basis. That it has been 
conducted with honesty, progressive- 
ness, and a sense of social responsibility 
is a marked tribute to the ingenuity, 
courage, and farsightedness of Ameri- 
can business leaders. 

The application of sound accounting 
principles, the use of intelligent budget- 
ing procedures, the development of cost 
systems, and the extension of. auditing 
methods have played a major role in the 
administration of business during this 
same period. These have been the tools 
which have made it possible for man- 
agement to appraise the effectiveness of 
its policies and to analyze its major 
problems. Business executives have been 
able to utilize these accounting and re- 
lated services to fix responsibility for 
performance, to control results, to pro- 
tect the properties of business, and, in 
general, to manage the affairs of busi- 
ness efficiently and effectively. Account- 
ing then has contributed its part to the 
solution of the problems confronting 
management in these years. Those of us 
who have chosen industrial accounting 


as his or her vocation can take pride in 
its advancement, and its progress in re. 
lation to business as a whole. 

Business stands today on the thresh. 
old of a new era. If its operations are to 
continue successfully and progressively, 
the difficulties and handicaps which 
now exist must be faced and solved. In- 
dustry’s reconversion from war to peace. 
time production has been hampered by 
work stoppages, material shortages, and 
the readjustments of personnel. Recent 
court decisions have served to cloud the 
future and threaten to undermine the 
financial structure of many _ business 
units. This situation, together with un- 
certainties as to prices, production costs, 
governmental controls, taxes, and the 
possible effects of peace treaties on the 
world promises a difficult job ahead. 

There is one thing certain, however 
—business must, and will, continue. If 
it is to exercise a beneficial influence in 
the future as it has in the past, patience, 
poise, good judgment, and sound deci- 
sions will be required. The basis of 
sound decisions, as always, will be rooted 
in intelligible analyses of business in- 
formation—information which reflects 
results of the past and indicates the rea- 
sonable possibilities of the future. It is 
not difficult to place the controller in 
this picture. He must provide more sig- 
nificant operating and financial infor- 
mation, he must develop improved 
methods of analysis, and he must cor- 
relate the results of these with forces 
and conditions which influence future 
operating results. The controller's cur- 
rent problem, therefore—the job he 
must do today—is to forge the tools 
with which he can discharge his future 
responsibility. These tools must consti- 


tute the means for— 

First—Strengthening the accounting and 
clerical organization. 

Second—Im proving office methods and pro- 
cedures. 

Third—Preserving the integrity of accounts. 





controls. 





TACKLING TODAY’S JOB TODAY | 


Forging the tools with which he can discharge his future responsibilities is the 
controller's current problem, states Mr. Carroll in this paper which he delivered | 
before the joint meeting of the Dallas and Houston Controls of Controllers Insti- | 
tute, on January 24, in Houston. With the right tools, says the author, who is 
comptroller of Humble Oil & Refining Company, of Houston, the means are 
available for strengthening the accounting and clerical organization, improving | 
office methods and procedures, preserving the integrity of accounts, developing 
the usefulness of financial reports, and strengthening management and audit 


—THE EDITOR 














Pe ee ee ea ee ee 


[ Peele ae 


.. elie. Doiee lao 




















The Controller, April, 1947 191 
" CTE 
Ke VLG J 
te Lo, Vth; Shug 
ide in 
in te- 
iresh- 
are to 
ively, 
which 
d. In- 
eace- 
ed by 
, and 
ecent 
d the 
e the 
siness 
h un- 
costs, 
1 the 
n the 
d. 
vevet 
ie. If 
ce in 
ence, 
deci- 
is of 
ooted 
S$ in- 
flects 
> rea- 
It is 
ef in A pencil point, yes... and a crucial point. 
pnd UWareo forms offer For in writing out the routine forms upon which every department of your 
a these business organization depends, a pencil— yes, or a typewriter—can, to a large 
cor- measure, make or break the efficiency of your business. 
Brea advantages: ea 
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Fourth—Developing the usefulness of finan- 
cial reports. ; 
Fifth—Strengthening management and audit 


controls. 


STRENGTHENING THE ACCOUNTING AND 
CLERICAL ORGANIZATION 


The accounting and clerical organiza- 
tion must be strengthened. Our best of- 
fice personnel entered military service 
at the beginning of the war. They had 
to be replaced by older men and a host 
of inexperienced girls to carry on the 
heavy volume of war work. Even today 
we are encountering a severe shortage 
of experienced office help because many 
of our. boys have not returned to their 
old jobs. Along with this inexperience, 
there has been a tremendous personnel 
turnover and an unsettled state of mind 
of the workers due to emergency con- 
ditions. In this situation it became nec- 
essary to shift work loads from one 
employee to another and to reassign 
functions between groups, without re- 
gard to functional organizational prin- 
ciples. This was required to equalize 
responsibilities among the few remain- 
ing trained employees. We have 
emerged from the war period with de- 
creased efficiency and lower individual 
productivity. This can be traced gen- 
erally to a lack of qualified employees, 
and a loss of sound organizational pat- 
tern. 

The problem, which faces control- 
lers, of correcting these matters requires 
a carefully prepared plan and a com- 
plete execution of it. Such a plan must 
provide a reclassification of office work 
as between that requiring technical 
training and that which does not re- 
quire such training. To do this, each ac- 
counting and clerical job must be rede- 
signed and evaluated in terms of techni- 
cal requirements. These positions must 
then be so placed in the organizational 
frame work as to permit the perform- 
ance of activities along functional lines. 
This architectural work on the account- 
ing and clerical organization will assist 
us to make the maximum use of col- 
lege-trained men. It will be the means 
of discontinuing the wasteful practice 
of placing graduates in business admin- 
istration on routine clerical jobs when 
their colleagues in chemistry, physics, 
and engineering are classified as techni- 
cal men and permitted to practice their 
profession. 

Accounting-trained men must be 
given accounting positions in which 
they will use, or observe the applica- 
tion of, the specialized knowledge they 
learned in the classrooms. In this man- 
ner they will serve in business capabili- 
ties just as the young engineer, doctor, 
or lawyer begins his practice early in 
his career. 

New employees must be carefully se- 
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lected and full consideration given to 
their interests and aptitudes in deter- 
mining their assignment. In addition, 
training programs must be formulated 
as a means of developing those em- 
ployees who demonstrate exceptional 
technical skill and qualities of leader- 
ship. This program may be built along 
these lines: 

1. Select a limited number of young college 
men whose record, training, and personal at- 
tributes give evidence of future growth and de- 
velopment. 

2. Select also young men in the organization, 
not college graduates, whose record justifies 
Special consideration. 

3. Prepare a special accountants’ training 
schedule with a definite goal. 

4. Provide for actual contact by the trainees 
with all or many of the operating functions of 
the business. 

5.Include a period of training on the inter- 
nal audit staff or some other group which—ac- 
countingwise—touches the most phases of the 
business. 

6. Throughout all of the training period, re- 
quire progress reports from the trainees and 
from the various members of the training 


group. 

The accounting and clerical organiza- 
tion is the working instrument of the 
controller. To make it strong and efh- 
cient so that it can function properly, 
he must design each job so as to secure 
the full utilization of each employee, 
according to his ability, and develop the 
most promising for executive positions. 


IMPROVEMENT OF OFFICE METHODS 
AND PROCEDURES 


Office methods and procedures must 
be modernized. The efficiency of an ac- 
counting organization will be deter- 
mined largely by its ability to alter its 
methods and procedures to supply more 
useful accounting information about 
operations being carried on under 
changed conditions. There has been 
little opportunity during the war for 
controllers to appraise their accounting 
systems in the light of the vast number 
of operating changes that have been 
adopted. Many controllers are now 
faced with the necessity for making a 
complete analysis of what is being done 
in their accounting offices—how it is 
being done—and why it is being done. 

With such an analysis, inefficient or 
inadequate methods resulting from war- 
time expediency can be corrected. Ap- 
prtaisals of procedures can be made and 
important improvement effected. If the 
controller is to assist his management in 
any effective program for eliminating 
waste and reducing cost, he must earn 
and maintain a reputation for accuracy 
and for an efficient control over ac- 
counting and office procedures. 


PRESERVING THE INTEGRITY OF 
ACCOUNTS 


The integrity of accounts must be 





preserved. This is the major responsj- 
bility of the controller. The impact of 
war led us to abandon some controls as 
a matter of expediency and to drift un. 
knowingly into procedures that may 
not be sound. Physical inventorying of 
materials, supplies, and equipment was 
reduced or eliminated altogether. Short- 
ages in personnel led to the relaxation 
of verification procedures which are de. 
sirable for the prevention of fraud and 
mathematical inaccuracies in the ac. 
counts. Accounting principles applied 
under war conditions, such as those fol- 
lowed in valuing inventories and in de- 
termining depreciation, must be te. 
examined in the light of conditions 
existing today. The controller and his 
staff should be well grounded in the 
basic principles of financial accounting 
and the fundamentals of systems work. 
It is their responsibility to enounce the 
accounting policies and to see that these 
are applied consistently by use of a sys- 
tem designed to insure the integrity of 
the accounts and the protection of the 
company’s assets. This can best be done 
by the development of an accounting 
manual for the use of those engaged in 
the constructive phase of accounting. 
Once adopted, however, manuals must 
be kept up-to-date and the internal 
audit staff should observe and report 
upon the manner in which these pre- 
scribed instructions are followed. In 
this way the controller can best assure 
the discharge of his responsibility to 
management for submission of reports 
containing useful and reliable account- 
ing and statistical information. 


FINANCIAL REPORTING 


A better understanding of the finan- 
cial position must be given to all those 
who are financially interested in, or de- 
pendent upon, the company’s business. 
This is especially true of employees, 
and in their case this understanding 
must include, where possible, explana- 
tions of the reasoning on which man- 
agement’s financial policies and deci- 
sions are based. It must be recognized 
that a serious lack of confidence gener- 
ally exists throughout the country on 
the part of employees for their em- 
ployers. Following a period in which 
management has almost universally ac- 
knowledged its social as well as eco- 
nomic responsibilities to labor, and at a 
time when the latter’s share of indus- 
try’s results is greatest, this condition 
gives cause for grave concern. 

Although much work has been done 
by corporations in the improvement of 
their annual reports, and some have 
made special efforts to impart financial 
information to their employees through 
the issuance of special reports, the te- 
sults have hardly been gratifying. The 
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IBM EQUIPMENT 


The Automatic Accounting Method 
FOR ALL BUSINESSES 


IBM Electric Punched Card Accounting Ma- 
chines enable many business organizations to 
reduce their accounting tasks to a minimum. 
These machines also lessen the possibility of 
error encountered in copying or transcribing 
statistical data, and save valuable time in com- 
piling pertinent facts. 


Through the use of IBM punched cards, busi- 
ness firms obtain detailed Inventory Reports, 
Cost Analyses, and Payroll Reports automati- 
cally, quickly and accurately. Information 




















on Sales and Costs Records, as well as on 
Income Tax Figures, can also be supplied 
promptly and efficiently. 


An IBM installation, either in your office or 
in an IBM Service Bureau, can handle prac- 
tically any type of business accounting prob- 
lem. These IBM Service Bureaus, equipped 
with all necessary Electric Punched Card Ac- 
counting Machines and manned by skilled 
personnel, are conveniently located in prin- 
cipal cities. 
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ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 
ELECTRIC TYPEWRITERS -- + PROOF MACHINES 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 


International Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, N. Y 
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fact remains that the financial state- 
ments of companies are not fully un- 
derstood by the public in general, and 
employees too often look upon these as 
“propaganda” prepared for their con- 
sumption. Much of this condition can 
be attributed to the layman’s difficulty 
in comprehending accounting terminology 
and the feeling on the part of labor that 
corporations generally employ account- 
ing principles that prevent a true reflec- 
tion of the latter’s financial ability to 
pay higher wages. If the controller can 
find a way to present financial informa- 
tion to employees and to the public in a 
credible manner which gains their un- 
derstanding, he will make a contribu- 
tion to American business of social and 
economic significance. 


STRENGTHEN MANAGEMENT AND 
AupbIT CONTROLS 


Management and audit controls must 
be strengthened to assure the full per- 
formance of the organization. In the 
strict economic sense, American busi- 
ness has not existed in a competitive 
market since the beginning of the war. 
During this period all the goods and 
services that were not committed to war 
uses were hungrily consumed by a mar- 
ket which could not be adjudged as 
“price or quality conscious.” This also 
was a period of volume production re- 
gardless of costs—costs which could be 
recouped under war contracts or con- 
Fat | as tax savings. These conditions, 
together with the loss of experienced 
employees, the unavailability of trained 
replacements, the necessity for the use 
of substitute materials, and the construc- 
tion of emergency plant facilities have 
served—even among executives—to dull 
the sense of ‘‘cost consciousness” and to 
relax insistence upon sincere compli- 
ance with management’s policies. 1947 
will, I believe, introduce a return of our 
economy to free competitive enterprise 
where owner, management, labor, and 
government groups alike can prosper 
only through greater production. Em- 
phasis will again be placed upon the re- 
duction of unit prices through lower 
costs, the improvement of production 
and marketing processes, and the en- 
hancement of product quality. These 
desirable objectives will only be ob- 
tained by the further development and 
use of management and audit controls. 

What, then, are management con- 
trols and how do they operate? Ex- 
pressed in the simplest terms, it is just 
deciding upon a job that management 
wants to do and their plan for doing it. 
To be most effective they should also 
decide upon some yard stick by which 
efficiency is to be judged and set up a 
means for checking to see that the job 
is actually completed. These are the 
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four fundamentals which provide the 
basis for management control. Manage- 
ment has devised a number of tools, 
and employed technical assistance to 
apply them to each of these four fea- 
tures of control. An example most fa- 
miliar to us might be the use of a budget 
to announce the job to be done and an 
operating or accounting manual to lay 
down the plans for its accomplishment. 
The application of a standard cost sys- 
tem would provide our efficiency score- 
board, and finally, the accounting sys- 
tem would be the basis for reporting re- 
sults. While each of these tools are 
designed to give management a special- 
ized type of control, it is interesting to 
note that there is another management 
control that is general in scope and is 
responsible for the broad analysis of 
company-wide results—this is auditing 
control. 

In our company, we have found that 
control, through internal auditing, can 
be strengthened by the constant appli- 
cation of the “appraisal technique.” 
This means that each policy, procedure, 
and work practice must be examined 
from a managerial viewpoint to develop 
improvements and to gear them to 
handle the ever-increasing volume and 
complexity of expanding activities. It is 
not infrequently found that methods 
outlive their usefulness, that internal 
control features of procedures become 
unnecessary or, on the other hand, inef- 
fectual, and that employee work habits 
nullify the intent of a given regulation 
although this instruction is followed to 
the letter. A continual process of con- 
structive analysis is required in all these 
matters to provide the necessary modi- 
fication demanded by the dynamic char- 
acter of business today. 


ACCOUNTING SERVICES TO 
MANAGEMENT 


An accounting system will not de- 
velop a high level of performance of 
accounting services by accident, since 
effective systems do not just “happen.” 
Left to its own designs, the accounting 
system will inevitably become anti- 
quated. All attempts to view it as static 
or to maintain the status quo of any in- 
stant can only result in deterioration. 
Each of the frequent changes in opera- 
tions makes new demands that the sys- 
tem must serve promptly. The evolu- 
tionary character of the accounting 
process must thus be given recognition 
in a constant effort to keep it abreast of 
operations. 

The accounting of a business can 
keep up with operations where respon- 
sible accounting executives realize that 
modernizations require a well-designed, 
continuous program of research and 
improvement. The accountant on the 
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job can no more carry on this research 
than can the factory foreman or worker 
in the production aisles develop scien- 
tific improvements in manufacturing 
processes or product design. He can 
contribute valuable ideas and appraisals 
of. the plans developed by laboratory 
technicians, but he generally has neither 
the time nor the equipment to construct 
the one best solution based upon a criti- 
cal examination of the problem. 

All of this points to the need, espe- 
cially in larger organizations, of a full- 
time staff of analysts to carry on an or- 
ganized and systematic program of ac- 
counting research. This staff may be 
termed a research division, a systems 
survey staff, or a planning and research 
division, but the important requirement 
is that it be given the time and the 
equipment to work with the accountant 
on the job toward a common objective 
of improvement. 

Let us examine the operation of a 
planning and research division to see 
how it contributes to: 


1. Strengthening the accounting and clerical 
organization. 

2. Improving office methods and procedures. 

3. Preserving the integrity of accounts. 

4. Reporting financial information to em- 
ployees. 

=) Strengthening management and audit con- 
trols. 


The calibre of the accounting and cleri- 
cal organization will be influenced by 
many factors, but a rank and file con- 
sciousness of the value of improvement 
produces an alert accounting force with 
competition at a high point. This con- 
sciousness, together with a knowledge 
that improvement possibilities are never 
fully exploited, can be diffused through- 
out the organization by a tactful and te- 
sourceful planning and research divi- 
sion. This group can act as a medium 
of interchange of information and ideas 
between the various accounting offices 
and can plant ideas for improvement in 
the right places and in just the right 
manner. It can also result in bringing 
to the attention of the proper persons 
instances of high quality performance 
that should be commended, with the re- 
sulting knowledge on the part of mem- 
bers of -the organization that their ef- 
forts will not go unrewarded. 

With respect to organizational struc- 
ture, a planning staff can view each seg- 
ment of the organization impartially 
and decide upon the alignment of func- 
tions that will best serve the interests of 
the organization as a unit. Further, in- 
dividual job descriptions can be fe- 
viewed and revised where necessary to 
fit the organizational pattern. 

The improvement: of office methods 
and procedures is a full-time job and 
this constitutes one of the principal rea- 
sons for the existence of a planning and 
research division. A continuous process 
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Mem cearii Corporation keeps / 


A Columbia Records engraver inspects. every groove to insure 
that no fleck of dust has caused a bubble in the electroplating 
of the “mother’’. This is the ‘mother’ of an electrical transcrip 
tion manufactured by Columbia Récords for exclusive use by 
radio stations. It is from the ‘mother’ that the “stampers’ for 
the actual pressing of records are made 


Aayroll Records 


on Nationals! 


View of National Payroll Machine at Columbia 
Recording Corporation, Bridgeport, Connecticut. 


Preparing payroll records and writing the checks 
for some 1,400 employees each week is no small 
accounting task. But the National Payroll Machine 
makes short work of just such accounting problems 
—producing at one location Columbia’s whole 
weekly payroll quickly and efficiently. 

National Payroll Machines prepare for Co- 
lumbia, at one operation, the employee's statement 
of earnings and deductions, employee’s earnings 
record, and payroll summary record. All entries are 
clear, legible, and easily understood. And all are 
proved correct at the time of writing—thus obviating 
discrepancies due to human error. 

In businesses of every size and type, National 
Payroll Systems are meeting the varied demands 
of individual plant practices, methods, and deduc- 
tions. By setting up pre-determined totals, bal- 
ancing procedure is simplified. All records are made 
at the same time, all are originals, all are exactly the 
same. Let your local National representative study 
your needs, and then make recommendations 
without cost or obligation to you. The National 
Cash Register Company, Dayton 9, Ohio. Offices 


in principal cities. 


Making business 
easier 
for the 
American 
businessman 
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of improvement in this area requires a 
scientific application of many analysis 
techniques, including the use of flow 
charts, time and volume studies, process 
charts, form analyses, processing sur- 
veys, and office equipment studies. Full- 
time analysts are in a position to make 
scientific application of techniques and 
to bring a fresh and impartial view- 
point to their studies. Problems can be 
appraised in the light of experience 
gained in other departments and in 
other companies, and the one solution 
calculated to give best results can be 
selected. Another reason why a plan- 
ning and research division can best de- 
rive these improvements is in the mat- 
ter of installation. With a staff of re- 
search accountants on hand to follow 
the installation, the new idea can be 
given a fair trial, and minor imperfec- 
tions can be worked out to prevent the 
defeat of the principal advantages of 
the plan. 

One may next wonder how a pro- 
gram of research can help provide con- 
trols that will preserve the integrity of 
the accounts. The answer is simply that 
from an over-all view of the accounting 
system the research staff can seize upon 
those areas where controls are most es- 
sential and can design the accounting 
system accordingly. Unnecessary or un- 
essential controls can be viewed objec- 
tively and eliminated, and vital controls 
over Company assets or expenditures of 
Company funds can be obtained even 


though it be necessary to cut across de- _ 


partmental lines or to oppose opinions 
strongly held by members of individual 
units of the organization. 

Integrity of the accounts also requires 
consistent and logical application of ac- 
counting principles. A planning and re- 
search division can serve as a focal 
point through which problems of ac- 
counting policy can be cleared and 
given critical examination and appraisal, 
to the end of reliable financial informa- 
tion based upon uniform and sound ac- 
counting practices. Its studies will gen- 
erally result also in the existence of 
definitive written instructions to be car- 
ried out throughout the organization, 
with nothing left to the imagination or 
whimsey of interpretation of individual 
members. 

The controller, with the help of his 
research staff, can do much to increase 
the good will of the company’s stock- 
holders and regain the trust and confi- 
dence of employees for their employers. 
This can come about largely by the 
development and use of language in 
financial statements that can be under- 
stood by those without accounting train- 
ing. Accountants, like doctors, lawyers, 
and scientists, are entitled to their own 
terminology for use among themselves. 
However, in speaking to laymen, we 
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Security for Stockholders 


Every person at some age realizes the 
importance of future security for his 
family and himself. Security for us in 
the company depends on security for 
stockholders. Three times in the last 
ten years we have gone to stockholders 
for more money. Three times we have 
needed that money to strengthen the 
company and thereby the security of 
stockholders and employes. We who 
work don’t have to be concerned as to 
personal security during periods of big 
orders. Security danger comes in periods 
of depression which have always been 
just around the corner. In the last six 
years, the new money—$12,100,000 sup- 
plied through stockholders’ new invest- 
ments in preferred and common stocks 
and undistributed earnings of $6,100,- 
000—has increased the security of em- 
ployment in future years of depression. 
Competitively, our products will be 
better and our costs relatively lower. 


Wm. B. Given, Jr. 
President, American Brake Shoe Co. 











must learn to translate this specialized 
mode of expression to a non-profes- 
sional basis. I think, also, that there are 
two additional factors that tend to con- 
fuse laymen as they try to absorb finan- 
cial statements as they are presented by 
accountants. First, most individuals, 
and especially the laboring class, nor- 
mally adopt a ‘‘cash basis” for their per- 
sonal accounting and consequently are 
unable to comprehend the necessity for 
reserving a share of the corporation’s 
income for depreciation and other long 
term costs. Second, most employees 
have little cash reserves and are there- 
fore apt to look into the future and 
anticipate income from every available 
source. In their eyes, therefore, the 
conservative accounting principle of ac- 
cruing all costs but anticipating no in- 
come appears unjustified and evidences 
financial chicanery. These principles, al- 
though sound to accountants, are per- 
plexing to laymen, and this indicates 
the effort which we must make in re- 
gaining the understanding and confi- 
dence of our employees and the public 
by frank explanations of the manage- 
ment decisions that affect operating re- 
sults. 

A planning and research division 
should, however, find its ultimate and 
greatest value in the provision of effec- 
tive management controls. The require- 
ment that an accounting system provide 
useful and significant statistics for the 
control of operations clearly transcends 
all other considerations in its existence. 
Carefully and thoroughly imbued with 
this philosophy,,.a planning and tre- 
search division can attack all problems 
from this standpoint. It is much easier 
to impress the importance of this fact 
upon a small staff of research specialists 
than upon the multitude of personnel 


who are occupied with the mechanics of 
collecting accounting information. 

A similar advantage exists in the mat- 
ter of audit controls. Relieved of tre. 
sponsibility of developing workable so. 
lutions for trouble spots in the account- 
ing system, the internal audit division 
can concentrate upon internal controls 
and the division of duties that will pro- 
vide the most effective system of inter- 
nal check. It can review and turn over 
to its colleagues in the planning and te. 
search division the complexities of sys- 
tems investigations. ; 

The philosophy of internal auditing 
that has been appropriately named 
“managerial auditing” promises to be a 
most important contribution to the fur- 
ther development of management con- 
trol. Managerial auditing proceeds from 
an “inquiring approach.” The use of 
the inquiries “who, what, why, and 
how” in surveying policies, procedures, 
and practices will provide the informa- 
tion needed to appraise not only the re- 
sults but the processes by which they 
were obtained. 

One of the most time-consuming, but 
necessary, evils of a highly organized 
company is the preparation and study 
of reports. Whether you be president 
or supervisor, reports are your principal 
tool for the administration and direc- 
tion of activities. In our company, there- 
fore, the review and evaluation of re- 
port structure at all levels is stressed in 
each audit assignment to improve re- 
ports needed for effective control and 
to eliminate those which are unnecessary 
or represent duplication. _ 

Closely allied with, and necessary to, 
the provision of vital information for 
managerial control of operations is a 
sympathetic understanding between the 
operator and the accountant. The exist- 
ence of a planning and research divi- 
sion permits the utmost freedom of 
contact with operations, for which the 
accountant on the job cannot find time. 
He is too occupied with his day-to-day 
problems to be able to mingle with op- 
erating personnel, acquire some of their 
philosophy, and understand their view- 
point. A planning and research staff can 
provide the necessary link between op- 
erations and accounting, to the end of 
providing the operator with statistics he 
can use and understand. 

Confronted with repeated instances 
of the adaptation of accounting meth- 
ods to the needs of operations, the op- 
erating man cannot escape the conclu- 
sion that the accountant is interested 
solely in helping him. He is certain to 
show his appreciation in a better under- 
standing of accounting problems. In- 
evitably the result will be a gearing of 
accounting to operations, which, in the 
last analysis, should be the principal pur- 
pose of any accounting organization. 
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i THE TAX BAROMETER 
fit, helps you SAVE TIME- 
SAVE MONEY-SAVE TAXES 


Here’s why tax-wise accountants, attorneys, and executives 
concentrate their weekly tax reading on the fast, dependable, 
and comprehensive TAX BAROMETER. 


Every week THE TAX BAROMETER’S editors carefully study 
every new decision and regulation affecting Federal corpo- 
rate and personal taxes. Out of the hodge-podge, they 
choose the key cases—and present their essence with clear, 
critical, informed comment, cut out non-essentials and rush 
them to our subscribers in a four page letter by first-class 
mail, weeks ahead of ordinary tax services.” 


THE TAX BAROMETER keeps you up-to-date in twenty 
minutes each week. Remember, every minute spent in read- 
ing lengthy tax decisions, many of them unimportant, is cost- 
ing you time you could spend more profitably. 





If only one report warned you of a doubtful tax procedure 
or suggested allowable tax savings, it would be worth many 
times THE TAX BAROMETER’S nominal cost. 


THE TAX BAROMETER is indexed every thirteen weeks by 
case, by subject, and by Internal Revenue Code sections. 
Then these quarterly indexes are revised annually. This saves 
endless hours in research. 


But you can prove this at ABSOLUTELY NO COST to your- 
self. If not completely satisfied, for any reason, you may 
cancel your subscription within four weeks and we will. re- 
fund your full subscription immediately. Just pin your check 
to the coupon below and mail today. 


enclose my check for $25.00. If for any reason | am not satisfied, | may 
cancel my subscription within four weeks, and you will refund my full 


| 
| 
| subscription immediately. 
<= | Name ..... Wie dees Sage vas Eon. Ch geen een ele cmd bens adia'ondheied | 
| 
| 
| 


Please enter my subscription for one year to THE TAX BAROMETER. | | 
| 
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Faith in Greater Economic Future Needed, 
Philadelphia Control Is Told 


The following observations constitute 
an address by John D. Gill, The Atlantic 
Refining Company, before the Philadel- 
phia Control of The Institute on Decem- 
ber 5, 1946. 


During at least part of 1947, our peo- 
ple should experience a new all-time high 
level of prosperity. For that time statis- 
ticians will record the highest per capita 
real income, the highest employment and 
payrolls, a nearly record level of income 
to farmers, and new “highs” of income to 
proprietors and professional people as a 
group, and to incorporated businesses. In 
short, the highest level of production of 
civilian goods and services our country 
has known. I foresee no satisfying reason 
for predicting, as inevitable, the on- 
slaught of depression. I do not consider 
the stock market deflation of last Septem- 
ber, and earlier, as a foreshadowing of a 
related depression. It expressed merely 
needed: specific adjustments. The prosper- 
ity of which I speak is “averaged” pros- 
perity. It must be recognized that many 
citizens are now materially worse off than 
they were in early 1941 and immediately 
before. 

To test the reasonableness of the fore- 
going predictions it is necessary to eval- 
uate current achievements in the light of 
history; to appraise and integrate eco- 
nomic forces now at work; and to reach 
a tenable conviction as to where these 
forces will take us and when. Autumn 
1946 witnessed the making of new high 
levels of prosperity, which can be ex- 
pressed in terms of real national income 
per capita in dollars of 1935-39 average 
value as follows: currently, about $820, 
which compares strikingly . with $630 
realized in the first quarter of 1941, $588 
in 1940, and $558 in 1929. Moreover, ex- 
cept for certain groups of income recipi- 
ents, to which I have referred,‘ the total 
national income has been spread in such 
a way as to benefit the several economic 
groups, though not in historic shares. 
Farmers and small unincorporated busi- 
nesses have fared extraordinarily well. 

The current high level of real income 
is not to be considered an extraordinary 
phenomenon resulting from economic ac- 
tivity of boom proportions. As a matter 
of fact it is just fractionally above the 
long-term trend of real income for so- 
called full employment. In this connec- 
tion, it is important to note that the long- 
term trend has been rising at an accelera- 
tive rate since the widespread adoption of 
the use of steam power. For example, in 
1850 the rate of annual growth of real in- 
come per capita was only about 0.25 per 
cent., whereas in 1940 the rate of growth 
was about 2.5 per cent. per annum, and 
the absolute growth much greater. 


The current high level of output, as 
measured by the Federal Reserve Board's 
index of industrial production, now at 78 
per cent. above the 1935-39 average level 
of production, appears to reflect extraordi- 
nary growth since the prewar base period, 
and raises the question, ‘‘Can such a level 
be surpassed or even maintained?” The 
answer is to be found almost wholly in 
the great expansion of the industrial labor 
force. To illustrate, the current industrial 
output is the work of over 15.3 million 
persons, whereas only 10.6 million per- 
sons were engaged in comparable work in 
the 1935-39 period. In an over-all way 
also there has been a striking increase in 
total employment and in total production 
of goods and services. Employment has 
risen from 44,440,000 in the base period 
to 57,960,000, an increase of 30 per cent., 
while total output rose about 78 per cent. 


EMPLOYMENT HIGH 


The war did achieve one great eco- 
nomic result which earlier seemed hope- 
less of realization: it put to work nearly 
everyone able and willing to work. Cur- 
rently, unemployment is approximately at 
the estimated irreducible level. 

Industrial managements generally have 
been making tremendous efforts to find 
jobs for formerly idle members of the la- 
bor force. The latter have been placed on 
payrolls, but apparently they have not yet 
been thoroughly ‘‘assimilated.’’ The at- 
tempt to absorb them may even be the 
chief cause of the lack of increase in per 
worker productivity between early 1941 
and the present. For example, the records 
show that from the 1935-39 period to the 
first quarter of 1941, the average indus- 
trial production per worker increased an- 
nually about 5.9 per cent.; since early 
1941 to the third quarter of this year, 
there has been no net increase in the aver- 
age production per worker. However, it 
is the total wage and salary income of this 
great increment to the active working 
force which, by creating demand for 
goods and services of all sorts, has made 
possible the larger total output of facto- 
ries and mines. Without the continuance 
of this portion of the total demand, the 
1947 forecasted record rate of economic 
activity will be utterly unattainable. 

But while economic forces growing out 
of the war were instrumental in reorgan- 
izing our labor force, they were also the 
chief causation of a most perplexing up- 
set in our price structures. As of a recent 
date farm prices collectively were 113 per 
cent. above long-term trend prices; raw 
material prices 94 per cent. above; manu- 
factured goods prices 66 per cent. above; 
and ail prices, at wholesale, together 73 


per cent. above the long-term trend. The 
cost of living, currently at about 146 per 
cent of the 1935-39 level, is 27 per cent. 
above where it should be for so-called 
normal, or, “‘on trend’”’ conditions. 

Now the aphorism that history repeats 
itself has been proved correct time and 
time again with respect to the decline of 
prices which have risen high above their 
long-term trends. Accordingly, it is a sim- 
ple matter confidently to predict declines 
of prices of nearly all commodities. Ap- 
parently, some products have not reached 
their peaks of the present cycle. Rentals, 
residential and business, are important 
cases in point. On the other hand, already 
some product prices have reached peaks 
and turned downward, not again, I be- 
lieve, to rise to their peaks of this cycle. 
Cotton’s price is illustrative. 

The timing and speed with which 
prices decline will have a profound effect 
upon the new records of economic activ- 
ity which I have predicted, and upon the 
duration of the forthcoming prosperity. 
For those reasons I now address these as- 
pects of the subject. 

In the current business cycle, four pow- 
erful sets of forces are operating to pro- 
vide strong support to high commodity 
ptice levels for an indefinite time. They 
are: first, the world-wide shortages of 
many raw materials and finished goods; 
second, the high dollar level of total do- 
mestic civilian purchasing power; third, 
government spending at an unprece- 
dented peace-time rate; and, fourth, the 
expenditures for our products by foreign 
governments of a large part of the pro- 
ceeds of our government’s loans to them. 
But high prices forerun surpluses. Sur- 
pluses will succeed scarcities, and prices 
will decline according to the inexorable 
law of supply and demand, modified by a 
volume of unpredictable, but restrained 
speculative manipulations. 

Our farmers will begin to lose overseas 
demand in the near future, not later than 
the next European harvests. They have 
been enjoying a $3 billion foreign mat- 
ket, four to six times that of prewat. 
High prices for American agricultural 
products provide a sharp spur to overseas 
farm production. At an early date there- 
after the agricultural price decline, which 
was initiated by cotton prices, will be- 
come pronounced. My associates do not 
expect to see an early return of American 
agricultural prices to the long-term trend, 
which would entail a decline of nearly 55 
per cent. from present levels, but rather 
an interruption of the long-term down- 
ward movement after a decline of possi- 
bly 30 odd per cent. 

Raw materials prices and manufactured 
goods prices, with appropriate time-lags, 
should follow farm prices downward, the 
former declining by something less than 
25 per cent. and the latter, weakened by 
intra- and inter-competition at home and 
by the slowly rehabilitating industries of 
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Europe, again becoming competitive in 
world markets, by about 20 per cent., un- 
til a short-term price plateau is reached— 
the result of a price decline resistance 

redicated on the economic implications 
of the prices at which most of the Federal 
debt was incurred. 

] believe that neither farmers nor other 
producers of raw materials expect the 
bonanza prices of the immediate postwar 
period to persist. Therefore, their out- 
puts, except for marginal production 
brought into play by very high prices, 
and which may again be abandoned, 
should not be appreciably reduced. Some 
outputs may even be increased as a result 
of the correction of current maladjust- 
ments. Nor should output otherwise be 
curtailed by an orderly decline in prices. 
However, the price decline may not be 
orderly. It may be precipitous, as in 1920- 
21, and prevent the making of needed ad- 
justments in other economic factors. 
Whether the inevitable price declines will 
be disequilizing—i.e., demoralizing to the 
whole economy, and, concomitantly, how 
long the prosperity I have predicted will 
last, will depend in large measure upon 
the course of prices over the next two 
months. The reasons for this opinion I 
shall now discuss. 

During the current autumn the major 
financial factors of our economy, i.e., total 
wages, prices and profits, have been so 
proportioned as to create a state of eco- 
nomic equilibrium. Except for some ap- 
patently economic increase in inventories, 
the markets have been cleared of goods, 
and producers’ earnings have been sufh- 
cient to encourage an expansion of out- 
put. So far as can now be judged, re- 
tained earnings have been used wisely, 
largely for the expansion of productive 
capacity. The national income has been at 
the annual rate of about $166 billion; 
salary and wage workers have received 
compensation at the annual rate of 
$107.3 billions; agriculturists, about 
$15.1 billion; other business proprietors 
and professional people, about $16.6 bil- 
lions, and incorporated businesses, about 
$11.9 billions—all at all-peace-time high 
levels. 

As previously stated, the distribution 
of the total income to the several groups 
of recipients has not been in historic pro- 
portions. Farmers, for example, have en- 
joyed the greatest relative income incre- 
ment, but unincorporated businesses, also, 
have done notably well; and so have in- 
corporated businesses, on the average, de- 
spite the unfortunate experiences of some 
well-known businesses. About two-thirds 
of the total income is creditable to em- 
ployees. Currently, the total compensation 
of all employees, including the large in- 
crement due to the reinstatement on pay- 
tolls of persons idle in the early part of 
1941 and previously, is about double the 
annual rate for the first quarter of 1941. 
Accordingly, the total purchasing power 
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of all individual income recipients collec- 
tively has about kept pace with the 
changes in the cost of living and the in- 
creased production to which I have re- 
ferred, thus establishing equilibrium as a 
high level of production. 


VARIED ECONOMIC STATUS 


But the economic status of divers 
groups of individual varies greatly. The 
earned income of some who have been 
continuously engaged since the beginning 
of 1941 have risen sufficiently to enable 
them to improve their standard of living 
by 10 or 11 per cent., even at the higher 
living costs, while the earned incomes. of 
other millions of continuously engaged 
employees have lagged intolerably behind 
the rising cost of living. However, the in- 
come deficiencies of these groups have 
been approximately offset by the earned 
incomes of the 7 or 8 million persons 
formerly idle. It is, I emphasize, the in- 
comes of the latter group, and of un- 
gtaded persons, which now provide the 
purchasing power to sustain the economy 
at current levels of output. Indeed, the 
income of the last named group has 
played an important role in effecting eco- 
nomic balance. It is a delicate balance. 
Any substantial increase in the cost of liv- 
ing not directly and promptly compen- 
sated by increases in wages will initiate 
the beginning of a state of disequilib- 
rium. 

We have about reached that critical 
state of the relations between the funda- 
mental economic factors which call for 
the exercise of enlightened self-interest 
in order that the few may not upset the 
boat for all. Higher prices may, for a 
while, stimulate activity to “boom’’ pro- 
portions, and provide profits still higher 
than the already generally high profits, 
only to be followed by the inevitable col- 
lapse of production prefaced by an his- 
toric-like decline of prices. The economy 
cannot remain even as free as it is, and 
healthy, if there is not regard for the ef- 
fect upon the whole economy of one’s 
own. uneconomic actions. 

The alternative is to prepare against 
the inevitable decline of. prices by foster- 
ing an increase in productivity. I need not 
take time to demonstrate further that the 
decline of prices is inevitable, or that an 
historic-like cut in wage rates and total 
payrolls, if at all feasible in this era, 
would be an accompaniment or aftermath 
of a decline in output and a lowered 
standard of living—not to say also, of un- 
desirable governmental economic activity 
and questionable labor legislation. But I 
do argue, and it can be shown that the 
effect of a decline of prices upon sec- 
ondary producers can be offset by an in- 
crease in production without diminution 
of profits, but rather with an increase in 
total consumption of goods and services. 

How is an increase in production to be 
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attained? An increase is on the way. 
While the current rate of civilian produc- 
tion is at an alltime peak, and some in- 
dustries are operating at or near capacity, 
there are other industries which have not 
nearly reached their stride. The most 
notable example of the latter is the auto- 
mobile industry. In the second place, 
building construction during the forth- 
coming year should be expanded greatly, 
drawing heavily upon suppliers of mate- 
rials. In the third place, the capacity ex- 
pansions by industry, which have been 
impeded and delayed by governmental 
regulation, are only beginning to reflect 
the intentions of industrial managements. 
Those industries, of which my own (oil) 
is an example, which are operating at 
about capacity, i.e., a capacity which just 
about provides for long-term trend de- 
mand, must prepare enlarged capacity for 
expected growth of demand. 

In concluding, I should like to remind 
you that the current real national income 
is just about on trend for full employ- 
ment; and to express the hope that faith 
in a greater future for our economy will 
persist. We need to act upon such faith 
because our national security is at stake. 

* * ** 


Power will intoxicate the best hearts as 
wine the strongest heads. No man is wise 
enough, nor good enough to be trusted 
with unlimited power. COLTON. 
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"THE MACHINE TO COUNT ON” 





A HANDY CALCULATOR WITH 
EXCLUSIVE BACK TRANSFER 
DEVICE TO SPEED UP CALCU- 
LATIONS. 


HERE’S THE ANSWER to man- 
agement’s demand for a lowpriced, 
fast calculator. Entirely portable. 
Ready to go any place—any time. 


KEEP ONE ON EVERY DESK, 
WHERE QUICK- CALCULA- 
TIONS ARE NECESSARY. 
MAKE MORE MACHINES 
SERVE MORE PEOPLE AT 
LESS-COSE. 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 
Ask for Bulletin LP-43 
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One of America’s 
Most Respected Names 


in Insurance 


For nearly half a century the Corporation of 
Schiff, Terhune has played an important role in the 
forward march of American Business by making 
available to large insurance buyers an insurance 
organization highly trained for achieving maxi- 
mum immunity from loss. The Corporation acts 
solely as an independent intermediary between 
the insured and the insurance companies and is 


therefore free to act with unbiased judgment. 


Schiff, Terhune 


& COMPANY, INCORPORATED 
Insurance Brokers 
99 John Street, New York 7, N. Y. 
NEW YORK - CHICAGO - LOS ANGELES « SAN FRANCISCO 


© 1947, Schiff, Terhune & Co., inc. 























Positions Wanted 











Controller—Administrative Executive 


Institute member, Administrative Executive 
with an exceptionally broad background jp 
management, organization and control, ip 
widely diversified manufacturing industries, de. 
sires major executive level position with well 
established progressive concern in the Central, 
Midwest or Southern states. Experience em. 
braces eleven years’ Controllership, and fifteen 
years in the capacities of Cost Engineer, As. 
sistant to President, and Executive Accountant, 
with nationally known concerns having mul. 
tiple-plant operations, and numerous district 
sales offices and branch warehouses. Available 
on reasonably short call. Résumé on request, 
Present Associates are informed of this inser- 
tion, Address: Box 680, “The Controller,” 
One East Forty-Second Street, New York 17 
New York. : 


Controller 


Currently employed by a well known chem. 
ical manufacturer, is desirous of changing to 
an Organization needing an experienced execu- 
tive for an expanding job. Available for as. 
signment to any state or Canada. Offers twenty 
years’ experience in executive accounting, par- 
ticularly the installation of systems and proce- 
dures. Has a special interest in the conciseness 
and adequacy of reports for top management. 
Salary open. Address: Box 684, “The Con. 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Coordinator—Staff Assistant 


Treasurers and controllers often require 
fully integrated practices for coordination 
with their production managers, chief engi- 
neers, and sales managers. Exceptionally qual- 
ified man available. Has had twenty years of 
resident and professional industrial experience 
as assistant treasurer, controller, sales repre- 
sentative, and consultant. Résumé available 
for particulats of program. Married. Initial 
salary $12,500 approximately. No restriction 
as to location. Address: Box 689, ‘““The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. 


Controller, Treasurer, Assistant Treasurer 


Available immediately for a new connection 
with a medium-sized company. At present 1s 
controller of a well-known manufacturing com- 
pany in the middle west. Previous experi- 
ence of twenty-three years as supervisor of 
works accounting and general accounting. Re- 
sponsibilities of present position include super- 
vision of all general and cost accounting, 
taxes, insurance, payrolls, credits and_collec- 
tions, forecasting, budgeting, and financial 
relations with auditors, attorneys, and bank- 
ers. Age 47, married, three children. Ad- 
dress: Box 690, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Controller or Assistant Controller 


Assistant to controller and treasurer of 
management company for large public utility 
system, age 41, seeks connection to assume 
heavy responsibilities. Eighteen years with 
present employers, with broad experience 19 
accounting, cost control, financing, reorganiza- 
tions and management. Army officer 3% 
years in Headquarters, A. S. F. developing 
and applying supply control and production 
scheduling procedures. Minimum salaty $8,- 
000. Address: Box 691, “The Controller, 
One East Forty-Second Street, New York 17, 
New York. 
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Comptroller—Treasurer—Executive Assistant 


Technical grad. Mature judgment. Economic 
minded. 25 years’ financial experience in 
municipal, commercial, industrial and educa- 
tional fields. Past 11 years Comptroller and 
Assistant Treasurer. Thoroughly familiar with 
budgets, costs, machine accounting, purchas- 
ing. Age 53. Married. Address: Box 683, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 


Controller—Executive Accountant 


Has had ten years of varied public account- 
ing experience, and twelve years of heavy in- 
dustrial and diversified experience in positions 
as auditor, chief accountant, assistant control- 
ler and controller. Practical experience in de- 
veloping, analyzing, compilation of production 
cost, installation of budgets, budgetary control, 
cost reduction programs, inventory control, 
taxes, internal audits. Age 44, married. Ad- 
dress: Box 687, “The Controller,’ One East 
Forty-Second Street, New York 17, New York. 


Controller-Treasurer 


Desires new connection with a progressive 
and stable organization. Twenty-four years ex- 
perience as controller and executive accountant 
in the industrial and public field. Background 
in costs, systems, taxes, budgets, controls, re- 
ports. New York C. P. A. Married. Age 41. 
Address: Box 688, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Controller—Administrative Executive 


Treasurer and controller of a large metal 
manufacturing company is seeking similar 
position with progressive manufacturer. 
Qualified by years of practical experience to 
plan, direct and execute major responsibili- 
ties for corporation control, management and 
organization. College graduate, age 42, mar- 
ried, excellent health. Member of Controllers 
Institute. Address: Box 692, “The Control- 
ler,” One East Forty-Second Street, New 
York 17, New York. 


Controller—Treasurer—Financial Vice 
President 


Experienced executive who has held the 
positions of treasurer, controller, financial 
vice president, and director is seeking a po- 
sition with a progressive organization on the 
west coast. Experience includes every phase 
of policy and operations of the financial and 
accounting departments of sizable corpora- 
tion, as well as an active part in determina- 
tion of general company policy relating to 
sales, engineering, manufacturing, and per- 
sonnel. Industrial experience preceded by 
three years commercial and investment bank- 
ing. Accountancy graduate, forty-six years 
old, married and two children. Member of 
The Controllers Institute of America. Ad- 
dress: Box 693 “The Controller,” One East 
Forty-Second Street, New York 17, N. Y. 


Controller—Treasurer—-Vice President 


A member of the The Controllers Institute 
of America with experience of twenty-five 
years in finance and accounting both in in- 
dustrial and retail business is available im- 
mediately. For the past ten years and a half 
has been with a very large manufacturing 
company as assistant secretary, assistant 
treasurer, controller, treasurer, and vice 
president, Had six divisional controllers un- 
der his direction and supervised the stand- 
atdization of accounting systems in all 
plants, Has installed I.B.M. systems, handled 
Costs, taxes, insurance, and problems of con- 
solidation. Age fifty-one, married, university 
graduate. Desires connection in Detroit or 
vicinity. Address: Box 694, “The Control- 
ler,” One East Forty-Second Street, New 
York 17, New York. 
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How one manufacturer 
lifted the “iron curtain” 


in his own business 


A manufacturer of automotive 
parts and castings wanted to lift 
the iron curtain which separated 
management from vitally needed 
facts about its own business. 
Monthly reports on labor and 
material costs contained too few 
facts...drifted in too late to be used 
to best advantage. 

McBee Keysort was installed with 
almost immediate improvement. 
Now the top management receives 
complete monthly reports, a week 
earlier than before... Daily and 
weekly summaries, previously not 
available, establish constant and 
efficient coordination between the 
organization’s executive brain and 
administrative arms. 
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Labor accounting costs were 
cut in half during a period when 
the volume of work had doubled 
and the personnel nearly tripled. 
Other advantages include the 
elimination of monthly peak loads, 
reduction of operations and greater 
accuracy in preparing payrolls. 


No business is too large, few 
businesses are too small to profit 
by the installation of economical 
McBee methods and products. 
The case cited above is but one of 
thousands of instances in which 
Keysort has heightened efficiency, 
reduced operating costs, helped 
management to manage better. 
McBee can help your business, too. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 
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Newspaper Controllers Are Planning 
Discussion Group Organization 


Plans are being formulated to organize, as 
a group, controllers of newspaper publishing 
companies of whom there are nearly forty in 
the membership of the Controllers Institute 
of America. 

Mr. Richard C. Steele of the Worcester 
Telegram Publishing Company first took up 
this proposal with a group of thirty-five con- 
trollers late in the summer of 1946. The re- 
plies to his proposal were, for the most part, 
enthusiastic endorsements to organize the 
group, within the framework of The Institute. 
The undertaking flows from the meetings of 
newspaper controllers which have been con- 
ducted during the past few years by The In- 
stitute in conjunction with its annual meetings 
and regional conferences. It is to be largely 
a discussion group, to be called together when 
the operating committee and members of the 
group feel that it is necessary. 

In writing to controllers of newspapers, Mr. 
Steele pointed out that he thought the or- 
ganization of such an informal group would 
aid financial officers of newspapers to do a 
better job. He pointed out also that no 
group exists through which controllers, treas- 
urers, and financial officers of newspaper com- 
panies may exchange ideas in policy and pro- 
cedure. He expressed it as “lack of com- 
munity of thought.” 

Among the subjects which might be dis- 
cussed at these meetings, he suggested, were: 
depreciation rates, payroll systems and pro- 
cedures, wage and hour practices, form and 
content of financial statements, billing sys- 
tems, and budgetary control. . 


He suggested that the group might hold 
one Or two or even more meetings during the 
year, to be on the round-table type with a 
previously prepared agenda of subjects for 
discussion, some of which could be assigned 
to specific members who would act as mod- 
erators and discussion leaders while their par- 
ticular subjects were being discussed. The 
meeting could last for a day, or even longer 
if necessary, and it could be arranged at 
places most convenient for the majority. 
Written material derived from records of the 
discussions could be disseminated. 

The plan is that an executive committee 
would be elected by participating members. 
The use of the facilities of the national head- 
quarters of The Institute would be available 
in handling the details of organization and 
reporting the meetings, and articles could be 
published in ‘““The Controller.” 

It is Mr. Steele’s thought that the group 
should be limited to newspaper controllers 
and financial officers. 

In view of the responses received from the 
initial letter, Mr. Steele and others have made 
preliminary arrangements for a meeting to 
be held in Pittsburgh in conjunction with the 
Mid-Western Conference of controllers, con- 
ducted by The Institute. Tuesday afternoon, 
May 20, has been suggested as a time when 
this meeting might take place. If necessary, 
arrangements could be made for a dinner that 
evening. 

Some suggestions with respect to subjects 
to be discussed at that meeting have been re- 
ceived. One is uniformity of accounts. An- 
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INDUSTRY NEEDS 
“Cost-Plus” Insurance 


® and a number of such plans are available to 
materially reduce the cost of your Workman’s 
Compensation and other forms of Insurance. 


® a Jamison Survey and Audit will determine 
the plan best suited to Your need and usually 
results in improved coverages as well as re- 


HERBERT L. JAMISON & CO. 


ONE ELEVEN FULTON STREET 


INSURANCE SURVEYS AND AUDITS 


NEW YORK 








other is the problem of estimating whether or 
not rates on advertising are adequate. Othe 
subjects suggested include pension plans 
group insurance, income tax treatment (a) 
prepaid subscriptions and (b) expenses to 
maintain and develop circulation structure, 

Still other subjects suggested are future rey. 
enue trends and circulation and advertising 
newsprint costs and available supply, wage 
and salary trend, machinery replacement costs, 
distribution costs, and postal rates. 

Another controller suggested these subjects: 
departmental breakdown of operating expenses 
and uniform charts of accounts with sufficient 
elasticity to fit either large or small organiza. 
tions; survey of distribution costs—hired 
fleets versus company operated fleets for city 
and suburban delivery; use of uniform graphs 
or charts as a means of obtaining comparative 
data of newspapers in the same category, using 
circulation as the gauge of size. 

A number of newspaper company control- 
lers have indicated that they will be present 
at the meeting to be held in Pittsburgh. Con. 
trollers of newspaper companies who are in- 
terested are invited to write the national head- 
quarters Of The Institute. 





Rochester Control to Mark 
Tenth Anniversary 


The Rochester Control of The In- 
stitute will observe its Tenth Anni- 
versary with a “birthday party” on | 
Friday, May 2, at the Brooklea Coun- | 
try Club. “Sociability, encouraged by 
entertainment,” in the words of Con- 
trol President W. L. Jordan, “will be 
the order of the program.” 

The charter of the Rochester Con- | 
trol was granted on April 30, 1937, | 
making it the fourteenth of The Insti- 
tute’s thirty-six local chapters. The 
first president was John N. Lambert, 
then with Snider Packing Corporation. 
| Other officers were: vice-presidents, 
C. J. Van Niel, Eastman Kodak Com- 
pany; and Donald B. Webster, The 
Garlock Packing Company, Palmyra; 
| secretary-treasurer, Edmond S. La Rose, 
| Bausch & Lomb Optical Company. 
Directors of the Control, at the time 
| of its organization, were the late S. B. 
Andrews, then associated with Goulds 
Pumps, Inc., Seneca Falls; R. E. Fred- 
erickson, now connected with Hobart 
and William Smith Colleges, Geneva; 
and Herbert J. Noble, Taylor Instru- 
| ment Companies, of Rochester. 











Calculators Available 


The Original-Odhner calculators, manufac- 
tured in Sweden, are again making their ap- 
pearance in the United States, after shipments 
had been suspended during the war. It is 4 
lever-set, hand-operated machine of particu 
larly rugged construction, entirely portable. A 
feature of special interest is the back transfer 
device, claimed to be exclusive with the Orig- 
inal-Odhner calculators. It operates through 4 
key, which is depressed before clearing the 
result-register and automatically transfers the 
result from previous operations to the setting 
board. 


*% * % 


We must popularize the notion of 
work, and the best way to popularize tt, 
that I know of, is to do it—Henry Ford 
TI. 
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Plas Positions Open 
Ses to 
re, 
re rev. 
tsing Well-known Pennsylvania manufacturing com- 
wage pany with several plants has an opening for a 
costs man experienced in plant accounting methods 
e and system work and qualified to make plant 
bjects: audits. Requires a man with an analytical mind 
penses and one who can act as liaison officer between 
Roetons the controller and the plants. Furnish written 
nine. resume of education, past experience, including 
hiss d names of companies and earnings, and salary 
: requirements. Enclose a recent snapshot if one 
tan is available. Address: Box 682, ‘The Control- 
> 


t ler,” One East Forty-Second Street, New York 
rative New York. 
using 














Industrial Accountant 





ntrol- Systems Accountant 


resent Unusually good opportunity for right man 
Con. to join Controller’s staff of nationally known 
re in Electrical Manufacturer. Company operates 25 
head- plants principally in eastern part of the coun- 
try. Office headquarters will be in New York 
but work involves travel to manufacturing lo- 
cations for purposes of analyzing, developing 
and installing accounting systems and proce- 
dures. Applicant 30 to 40 years of age must 
have background of college training in ac- 
count or business administration, plus worth- | ? 
n- | while experience in the development and in- in 
ae stallation of improved accounting methods and 1 answers to yor 
l 


for you eee if you need accurate 


ure Work problems. 


creasing Fig 
mn | procedures. Salary commensurate with abil- 
n- ity and experience. Please furnish written ré- 
ry | sumé of experience. Address: Box 685, “The 1 
1 Controller,” One East Forty-Second Street, 1 
ye New York 17, New York. 


-cepted as 
atic Calculators are accep 


FRIDEN Fully Autom 


__ both large and small. 


1 
- 1 ‘ 
4 Cost Accountant , businesses - 
i 


Nationally known manufacturer in the elec- 
ol trical industry has need for experienced cost | 
t, accountant (30-37 years of age). A strong 
.. background in standard costs, management i 
, control improvements, product costing and 1 
hs pricing practices would be helpful. Prefer 
4 background in an industry of light assembly 
; in large volume. Boston area. Please reply 
, giving full information and personal require- 

ments. Address: Box 686, ‘The Controller,” 


1 
l 
| 
e | One East Forty-Second Street, New York 17, : 
E4 New York. 
1 
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“4 Assistant to the Controller—Treasurer— 


| 
1 your Ow 
Tax Executive 
1 
1 


C.P.A. with eighteen years’ broad experi- 
ence in general, cost, financial and tax ac- 
counting in manufacturing finance, merchan- 
fac- dising and retail industries. Excellent ability 
ap- directing all internal functions, translating 
onts financial and operating reports into construc- 
. tive action, developing close administrative 
my financial controls, determining accounting 
A procedures, handling all taxes, excellent 
sfer banking contracts. Address Box 613, ‘The 
rig- Controller,” One East Forty-Second Street, 
"yi New York 17, New York. 


of Friden Users. 


ional 
‘yi Mechanical and Instructio? 
rea in approximately 
encies 
250 Company Controlled Sales Ag 


j anada. 
throughout the United States and C 


Service 45 available 


Controller—Accountant 


Key executive for expanding concern avail- 
able immediately. Has excellent background 
of public and private accounting experience. 
Recently employed by a dynamic New York 
f City organization where he handled coordi- 
o nation of procedures and interdepartmental 
5 whee hee: involved supervision of over | 0 
mn ° hundred office employees. Married. Age 

4l. C. P. A. Salary $10,000. Address: Box FRIDEN CALCU 
668, “The Controller,” One East Forty-Sec- FFICE AND PLANT “SAN 
ond Street, New York 17, New York. HOME O 





ACHINE co., INC. 
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LATING M 
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Reviews of Recent Publications 











any —_ job. This should make it very 
valuable for industrial companies who 
can well afford to. give a copy to each 
member of their auditing staffs. 

The chapter on internal audit work pa- 


Helpful and Concise comprehensive enough to cover this pers covers only two and one-half pages Me 
OUTLINE OF INTERNAL AUDIT- rather broad subject and yet be brought but boils down succinctly the basic ele. with 
0G. Limrente R Sehesidl. Oe. down in such completed detail as to give ments supporting the necessity of keeping vin 
lished “4d iin Sahin aah: Deine ae helpful information and suggestions to working papers in such shape that they ing ¢ 
“3 "q nA “a “ ec Aare 52 service men and other inexperienced em- __ will be readily available for whatever ref. annué 
anderbilt Avenue, New York. $1.00 . ployees starting out in private enterprise erence may be later made to such support. J mP 
(Paper Bound) $2.00 (Cloth Bound). 5 ‘auditors or junior accountants. Mr. ing data. — 
The author has boiled down in seventy- Schmidt seems to have achieved that ob- The chapter on reports covers a little ny 
two concise but very informative pages a _ jective. over six pages but there again the author, Dona 
quite complete and enlightening outline All of the important balance sheet who has a broad background of practical been 
of the general scope and importance of _ items and also the essential profit and loss experience, has set down the high lights ps 
internal auditing. sections are treated in separate pote of all important features which ZO into a0 
There has been a crying need for some- which makes the book valuable as a refer- report writing. A chapter is given to sales to the 
time in business circles for a book that is ence in working out audit programs for and cost of sales in which such things as in Ja 
comparison of quantities meee with ac. age, 

tual billings, and a careful review of beg 

credit memos to customers, is brought out Charl 

in all its important aspects. What 

Reviewed by James B. FENNER, - 

Assistant Treasurer, Electric coma 

Auto-Lite Company, Toledo, Sigma 

Ohio. of fir 

June, 

Aft 

A Comprehensive Text—Reference Book counti 

| MONETARY THEORY. By George N, | ou? 

” ‘ Halm. Published by The Blakiston inund 

L i Company, Philadelphia. Price $3.50. ord-ke 

Ww N A 710 j Although money itself—the hard-cash ag 

: : : " ing, 1 

| or folding kind—is frequently enough in light 

e evidence to make its impress on the con- NRA 

sciousness, there is little understanding of gainec 

monetary theory despite some increase in all 

Rs interest in the subject during the depres- was p 

T0 sion years of the Thirties. aratio 

& CALCULA HEN ou're if . In this second edition of his work, Mr. iy be 
an Halm, of Tuft ll Fl sey 

PEWRITERS market for on the School of Law and Diplomacy, pases | 

e TY hines listed © aw and Diplomacy, presents | t's | 

S the mach! find it in the course of his text—reference book Tw 

ADDRESSOGRAPH left you li fin Interna- a modern treatment of the essentials of compt 

. business tO call hen money and banking, in three parts: 1. the i 
HONES «al first, because Ww. supply and value of money, 2. money and ag 

é EDIP tiona ov'll be contact: foreign exchange, and 3. money, invest- on Us 

HS you do, y try’s leading ment and employment. assiste 

* MIMEOGRAP ing the coun § office The rena of this comprehensive = 
: ebuilde rs 0 ‘eis : and readable text, let it be added, deserve ja 
ERS pear machin “bow” f llently produced wk et 
4 OMPTOME achines. Every dto | a “bow” for an excellently produced vo lop 
2 is C mi d an guarantee j ume, one that is a source of instructive since 
: HONES ys d run like new- and easy reading because of the care exet- of the 
e DICTAP look an tional organi- cised in such oft-overlooked matters 4s a 

: S Ours 1s 4 nati ional setv- the choice of good paper and the selec- pm 
‘ MULTIGRAPH zation with Tae tion of pleasing typography. Cone 
% : or ° an ¢ 
: ice. Phone Securi 
° BOOKKEEPING Apprentice Training Mr. 
EDUCATING FOR INDUSTRY THROUGH Institu 
NG APPRENTICESHIP. By William F. Patter- Oil C 

@ BILLI son and Marion H. Hedges. Published by edge 
Prentice-Hall, New York. $2.50. ae ta 
Management and labor interest in apprentice sh 
training is of long duration. In their cut in . 
rent book, the authors explain the set-up of an pd ; ; 
apprenticeship program, development of stand- sl 
ards for oe trade, - program implementa- istatie 
tion. The function of the apprentice supéef 
OFFICE APPLIANCES, Inc. visor, selection of apprentices and ey Parse iowin 
e are described. Among other helpful features 

326-330 BROADWAY - NEW YORK 7, N. Y, the book carries an extensive bibliography 00 2 





the subject—P. H. 
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R. G. Dunlop, Comptroller, Succeeds to 
Presidency of Sun Oil Company 


Members of the Controllers Institute learned 
with interest, in March, that Robert G. Dun- 
lop, comptroller, had been elected president 
of Sun Oil Company, Philadelphia, at a meet- 
ing of the Board of Directors following the 
annual meeting of the stockholders of the 
company. Mr. Dunlop is a member of the Con- 
trollers Institute of America, holding certificate 
2017 by virtue of election in September, 1941. 

At the same time, it was announced that 
Donald P. Jones, assistant comptroller, had 
heen elected comptroller and a member of the 
Board of Directors. Mr. Dunlop was ap- 
pointed comptroller of Sun Oil Company, and 
subsidiary and allied companies, and elected 
to the board of directors of Sun Oil Company, 
in January, 1944. He was then 34 years of 
age, and had been assistant comptroller for 
three years. Born in Boston, and later a resi- 
dent of Collingswood, New Jersey, he won the 
Charles Lenning Scholarship, awarded by the 
Wharton School of Finance and Commerce, 
University of Pennsylvania, where he was en- 
rolled in 1927. He was editor-in-chief of the 
Record, 1931, a member of Beta Gamma 
Sigma, national honorary scholastic fraternity 
of finance and commerce, and graduated in 
June, 1931, as valedictorian of his class. 

After two years of experience with the ac- 
counting firm of Barrow, Wade, Guthrie & 
Company, he joined Sun Oil Company in 1933 
when the complexities of the NRA codes were 
inundating industry with paper work and rec- 
ord-keeping. His early activities with the com- 
pany included a complete survey of produc- 
ing, refining and marketing operations in the 
light of new requirements imposed by the 
NRA Petroleum Code. Through this work he 
gained’ extensive knowledge of all phases of 
Sun Oil Company’s operations, as well as 
those of the petroleum industry generally, and 
was particularly adapted to assist in the prep- 
aration of testimony presented by the indus- 
tty before the Temporary National Economic 
Committee in 1939. He spent many weeks in 
Washington actively participating in commit- 
tee’s hearings. 

Two years later he was appointed assistant 
comptroller of Sun Oil Company. He worked 
closely with the late Frank S. Reitzel, comp- 
troller of the Company, who was chairman of 
the American Petroleum Institute Committee 
on Uniform Methods of Oil Accounting, and 
assisted substantially in the revision of the 
Uniform System of Accounts for the Oil In- 
dustry, the A.P.I.’s recommended system for 
the keeping of books and accounts. Mr. Dun- 
lop has been a certified public accountant 
since 1934, in Pennsylvania, and is a director 
of the Philadelphia Control of The Institute. 
He is also a member of the American Pe- 
troleum Institute, currently serving as vice- 
chairman of the Financial and Accounting 
Committee of The Institute, as well as chair- 
man of Subcommittee in cooperation with the 
Securities and Exchange Commission. 

Mr. Jones, who was elected a member of The 
Institute, on March 16, first started with Sun 
Oil Company in 1932, gaining a broad knowl- 
edge of the company’s auditing, accounting 
and tax functions through successive posts he 
held in working his way up in ten years from 
junior auditor to manager of general account- 
ing activities. He joined the company shortly 

ter completing postgraduate work at the 
Harvard Graduate School of Business Admin- 
istration, and entered the audit section of the 
company’s accounting department. The fol- 
Owing year he was made special assistant to 
the late Mr. Reitzel, comptroller. In 1936 
he was transferred to the tax department, and 


in 1941 was appointed as an administrative 
assistant. He became manager of the general 
accounting department in 1943. His election 
as assistant comptroller was announced by the 
Board of Directors in January of this year. 

During World War II, Mr. Jones handled 
the company’s contacts with various govern- 
ment agencies, covering arrangements con- 
cerned with the delivery of military petroleum 
products, and set up the control systems re- 
quired for the Company’s participation in the 
petroleum pool through which essential civil- 
ian requirements for gasoline and fuel oils 
were supplied. Maintenance of accounting con- 
trol systems required by wartime gasoline and 
fuel oil rationing, and the administration of 
price ceilings on these products were also 
under his direction. 


205 


According to a Twentieth Century 
Fund report, 1941 was unquestionably 
our most prosperous prewar year. Gross 
national product rose by more than $23 
billion over 1940 to nearly $121 billion 
in 1941; corporate savings were more 
than twice as large as in 1940; and per- 
sonal savings of $14 billion were almost 
double the 1940 volume. 


* x * 


soy pension plans, regularization 
of employment, and profit sharing are all 
important means of bringing about better 
relations between management and work- 
ers, with benefit to both company and em- 
ployees. They all deserve the most serious 
consideration of management. MARION 
B. Foitsom, Treasurer, Eastman Kodak 
Com pany. 


What 
Do Your Older 


Employees Face? 


1—Dismissal ; 


2—Retention as nominal employees; 


3—Retirement on pay charged to your 


future earnings ; 


4—Retirement on actuarially sound 


pension plan. 


Our Trust Officers are prepared to 
discuss the many practical advantages 
of the fourth alternative. 


CHEMICAL 
BANK 
& 


TRUST COMPANY 
Founded 1824 
MAIN OFFICE: 
165 BROADWAY, NEW YORK (15) 


BRANCH OFFICES: 


No. 320 Broadway 
23rd St. — 10th Ave. 
29th St. — Sth Ave. 
44th St. — Broadway 
46th St. — Madison 





49th St. — Lexington 
11 West Sist Street 
57th St. — 8th Ave. 
74th St. — Madison 
Brooklyn -50CourtSt. 
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Personal Notes About Controllers 








Mr. C. C. Jarchow is now serving as vice- 
president of American Steel Foundries, Chi- 
cago, with general executive duties and policy 
forming responsibilities. He has been succeeded 
as comptroller of the company by Mr. Joseph 
B. Lanterman, who is a member of the board 
of directors of the Chicago Control. Mr. Jar- 
chow has been connected with the company 
since 1912, was elected comptroller in 1924, 
and was given the title of vice-president and 
comptroller in January, 1943. He was pro- 
moted to his new position at the meeting of 
the company’s board of directors on January 
30, 1947. 

Mr. Lanterman joined American Steel Foun- 
dries in 1936, and until his recent promotion 
had held the position of assistant comptroller, 
to which he was elected in 1941. Mr. Carter R. 
Lines now holds the post of assistant comptrol- 
ler of the firm. 


Mr. Harry S. Moore was announced as comp- 
troller of Carr-Consolidated Biscuit Co., 
Wilkes-Barre, Pennsylvania, following the 
merger of J. B. Carr Biscuit Company, of 
that city, and Consolidated Biscuit Co., of Chi- 
cago. Previously, Mr. Moore, a member of 
The Institute since March, 1945, served as sec- 
retary-treasurer and controller of J. B. Carr 
Biscuit Company. 


Mr. Charles H. Yardley has been named a 
second vice-president of the Penn Mutual Life 
Insurance Company, Philadelphia. Mr. Yard- 
ley, who served as general chairman of the 
Insurance Conference at the fifteenth annual 
meeting of the Controllers Institute, in Sep- 
tember, 1946, will continue in his post as 
comptroller of the company as well. 


Mr. Charles H. Wood, a member of The 
Institute, has joined the Blough Manufactur- 
ing Company of Harrisburg, Pennsylvania, as 
controller. Mr. Wood was formerly connected 
with Consolidated Textile Company, Inc., of 
New York City. 


Mr. A. W. Wainwright, holder of certificate 
number 1756 of the Controllers Institute as- 
sumed an executive position with the Hart- 
ford-Empire Company of Hartford, Connecti- 
cut on April 1. Mr. Wainwright was for- 
merly associated with S K F Industries, Inc., 
Philadelphia as assistant secretary and assist- 
ant treasurer. 


Mr. Percy L. Procter who joined The In- 
stitute in April, 1946, is now associated with 
Co-operative Industries, Inc., Chester, New 
Jersey. He was previously first vice-president 
and treasurer of Titeflex, Incorporated, New- 
ark, New Jersey. 


Mr. Willard D. Holt, assistant secretary of 
Provident Mutual Life Insurance Company of 
Philadelphia since 1931, has been elected man- 
ager of the accounting division. Mr. Holt be- 
came a member of the Controllers Institute in 
May, 1941. 


Mr. Paul D. Fox was recently elected treas- 
urer of the Pennsylvania Railroad Company, 
Philadelphia. Previously, Mr. Fox, a member 
of The Institute, held the position of general 
auditor with the company. 


Mr. Martin E. Snyder has been appointed 
comptroller of Consolidated Conditioning Cor- 
poration, it was announced recently by Mr. R. 
T. Tree, president of the company. 


Mr. Sidney E. Bradley assumed the position 
of controller of Zippo Manufacturing Com- 
pany, Bradford, Pennsylvania, on February 15. 
Mr. Bradley, who was one of the organizers 
and charter members of the Penn-York Divi- 
sion of the Buffalo Control of The Institute, 
had previously served with the Dresser Manu- 
facturing Division of Dresser Industries, Inc., 
in Bradford. 


Mr. H. F. Harrington has been elected a 
director of the Boatmen’s National Bank of St. 
Louis. Mr. Harrington, who is a vice-president 
of the bank, had been secretary of the board of 
directors for a number of years. His election as 
a director took place at the annual meeting of 
stockholders on January 14, 1947. Mr. Har- 
rington is a national director of the Control- 
lers Institute of America. 


Mr. Paul Haase, assistant secretary of the 
Controllers Institute and managing editor of 
“The Controller,’ has been invited to serve as 
a member of the Advisory Board of the Execu- 
tive’s School of Credit and Financial Manage- 
ment which is being initiated, August 17 
through August 29, 1947, by the University of 
Wisconsin, the National Institute of Credit, 
and the National Association of Credit Men. 
The sessions of the School will be held on the 
campus of the University and will be conducted 
by Dean F. H. Elwell and faculty members of 
the School of Commerce of The University. 


Mr. Edward L. Fortin of Selas Corporation 
of America, Philadelphia, has been elected 
secretary of the Philadelphia Control to serve 
the remainder of the fiscal year. Mr. Fortin 
who already held the post of treasurer will 
continue in that position. He is likewise serv- 
ing as chairman of the Archives Committee of 
the Philadelphia Control. Mr. Fortin succeeded, 
as secretary, Mr. Alexander MacGillivray, for- 
merly with the RCA Victor Division of Radio 
Corporation of America, Camden, New Jersey. 
Mr. MacGillivray is now associated with H. 
Steele & Company, Mexico City, Mexico. 


Mr. Robert L. Spotts has been elected execu- 
tive vice-president of Telautograph Corpora- 
tion, New York. A member of The Controllers 
Institute, Mr. Spotts previously held the posi- 
tion of treasurer with his company. 


Mr. John A. Donaldson, a past president of 
The Controllers Institute of America, was the 
author of an article in the February issue of 
“American Business,” entitled ‘Strict Check 
on Results at Butler Brothers.” Mr. Donaldson 
is financial vice president of Butler Brothers, 
Chicago. 


Mr. C. F. Kincaid has accepted a position as 
controller of the Mathews Conveyor Company 
at Ellwood City, Pennsylvania. Mr. Kincaid 
who was formerly with Joy Manufacturing 
Company, Pittsburgh, recently joined the Con- 
trollers Institute in December, 1946. 


Mr. David McGilvray, a member of The 
Institute since August, 1938, is now secretary- 
treasurer of The E. H. Hotchkiss Company, of 
Norwalk, Connecticut. Previously Mr. Mc- 
Gilvray was comptroller and assistant treasurer 
of Seaboard Commercial Corporation, of New 
York, prior to service during the war years 
with the Army Exchange Service, in which he 
held the rank of Lieutenant-Colonel. 


Mr. R. E. Frederickson is now controller of 
Hobart and William Smith Colleges, Geneva, 


New York. Holder of The Institute's certificate 
number 63, Mr. Frederickson was previously 
secretary-treasurer of Gould Coupler Co., later 
Symington-Gould Corporation, of Rochester, 
New York. 


Mr. John A. Williams, assistant controller 
of Niagara Hudson Power Corporation, Syra- 
cuse, New York, is the author of an article in 
the January, 1947 issue of “The Monitor,” of. 
ficial publication of Associated Industries of 
New York State, Incorporated. Mr. Williams, 
a member of The Controllers Institute, is chair- 
man of the Committee on Unemployment In- 
surance of the Syracuse Chamber of Commerce. 
The subject of Mr. Williams’ article in ‘The 
Monitor” is “Cost of Living, Average Earnings 
and Real Wages.” 


Mr. Donovan H. Tyson, holder of certificate 
376 of The Institute, has taken up his new 
duties as vice-president and treasurer of Ma- 
nesco Manufacturing Company, Burbank, Cali- 
fornia. Mr. Tyson is also a member of the 
board of directors of the company. Previously 
associated with the United States Pipe and 
Foundry Company of Burlington, New Jersey, 
Mr. Tyson, during the war years, held the rank 
of Lieutenant-Colonel while serving in the 
Office of the Fiscal Director, Army Service 
Forces, Washington, D. C. 


Mr. E. A. Berry, treasurer of the Koppers 
Company, Inc., Pittsburgh, since 1940, was 
elected vice-president in charge of the finance 
department early in March, to succeed Mtr. 
Stanley N. Brown, resigned, who wiill continue 
as a director of the company. A president of 
the Pittsburgh Control of The Institute during 
the 1937-38 term, Mr. Berry subsequently 
served as a national director of The Institute, 
1943-46, and as a national vice-president for 
two years, beginning 1943. He is now serv- 
ing on the Advisory Council of The Institute 
and is, likewise, chairman of the Advisory 
Ways and Means Committee of the forthcom- 
ing Mid-Western Conference, which is sched- 
uled to be held in Pittsburgh under the aus- 
pices of the Pittsburgh Control, May 18-20. 
Mr. Berry is holder of membership certificate 
261 of The Institute by virtue of election in 
March, 1934. 

Mr. Berry, a native of Lake Linden, Mich- 
igan, has been associated with Koppers since 
1914, when he joined the company as a book- 
keeper. Prior to his work with Koppers, Mr. 
Berry was associated with the American Ra- 
diator Company, and the Federal Sign System, 
of Chicago, and the M. Rumely Company, of 
LaPorte, Ind. In the Koppers organization, 
he advanced consistently, becoming chief clerk 
of the Accounting Department in 1916; get 
eral auditor in 1927; and assistant treasurer 
in 1939. He is a member of the board of 
directors of the Pittsburgh Home Savings and 
Loan Association, the Pennsylvania Coal Prod- 
ucts Co., and the By-Product Coke Company of 
Canada. He served as a director and as treas- 
urer of the Mt. Lebanon school district for 1! 
years. 

Mr. E. B. Shuck, who holds certificate 1835 
of The Institute, succeeded Mr. Berry as treas- 
urer of the Koppers Company. Mr. Shuck 
formerly occupied the position of assistant 
treasurer. 


Mr. B. E. Wynne, formerly comptroller of 
United Steel Fabricators, of Wooster, Ohio, 's 
now associated with Koppers Company, Inc. 
of Pittsburgh. Mr. Wynne is a member of The 
Controllers Institute. 
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Pacific Coast Controllers Will Confer 
May 17, in Los Angeles 


Plans for the Pacific Coast Conference 
of Controllers, which is to be held at 
the Biltmore Hotel, Los Angeles, May 
17, under the auspices of the Los Ange- 
les Control, are now being developed by 
special committees recently appointed 
by the Control’s president, Dudley E. 
Browne of Lockheed Aircraft Corpora- 
tion, Burbank, California. 

The following committee members 





Allocation Authority 


To perpetuate allocation authority 
.into the peacetime period is to deny the 
end for which the war was fought. The 
rough and bumpy road of materials 
shortages lies well behind us and those 
extraordinary powers which were neces- 
sary to the winning of the war should 
be forthrightly abandoned. To some, 
every “distortion,” every “uncertainty,” 
constitutes a national emergency. Such 
powers—even though allowed to lie dor- 
mant on the statutory shelf—constitute 
a menace and a threat to a free America. 
American industry must be free to pro- 
duce and sell its products in an atmos- 
phere uncharged by the threat of sud- 
denly revived control. 

Earl Bunting 
President, National Association 
of Manufacturers 














have been appointed: General Chairman, 
E. E. Balling, Jr., Latchford-Marble Glass 
Company, Los Angeles; Program Chair- 
man, Louis C. Hageman, The Luer Pack- 
ing Company, Los Angeles; Publicity 
Chairman, Carl O. Craig, Arrowhead and 
Puritas Waters, Inc., Los Angeles; Gen- 
eral Arrangements Chairman, A. L. Cable, 
Western Auto Supply Company, Los 
Angeles. Serving with Mr. Cable on the 
Arrangements Committee are Stephen 
Bronsley, Jr., Conners and Company, Los 
Angeles, and E. P. Gordon, Lockheed 
Aircraft Corporation, Burbank. 


Charges for the Conference will be: 
Out-of-Town Members: 








Registration $ 3.00 
Luncheon 225 
Dinner 5.75 

Total $11.00 

Non-Members: 

Registration $ 5.00 
Luncheon 2:25 
Dinner 5.75 

Total $13.00 


All members of Los Angeles Control, assess- 
ment of $7.50. Since members of the Los 
Angeles Control have already been assessed 
$3.50 to cover the: May meeting, this, together 
with the $7.50 Conference assessment, will 
equal the total cost to out-of-town members. 
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Milwaukee Duluth 
Los Angeles Phoenix 
Vancouver Montreal 





MarsH & McLENNAN 


INCORPORATED 
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AND AVERAGE ADJUSTERS 
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Ever been haunted 
by a payroll ? 


wo 





O YOU find payroll work creeping 
up on you.... 

...taking more and more clerical time 
...costing you more and more money and 
headaches ! 

There’s an easy, sensible way out. Mat- 
ter of fact, all you need is— 


PAYROLL SERVICE 


Why go to the trouble and expense of 
compiling your payrolls manually—when 
our high speed alphabetic and numeric 
machines can turn out the work for you 
and do it accurately and more economic- 
ally! 

We will turn out your confidential pay- 
roll and related tax work on such ma- 
chines.... We will compile your payroll 
registers, labor distribution schedules... 
everything from payroll checks (ready for 
signatures) to W-2 forms! 

Your payroll work will be handled by 
bank standards—and your figures held just 
as confidential! 

Send for booklet, “Payroll Service,” 
which explains how you can use this effi- 
cient and confidential service. 


OTHER RECORDS, ANALYSES 


For an accurate compilation of sales 
analyses, traffic studies, price studies—and 
reports and statistics of most every type— 
turn to the Recording and Statistical Cor- 
poration. 

Send for additional 
quote on your work. 


facts, and let us 


Recording and Statistical 


Corporation 
CHICAGO - BOSTON - _ DETROIT 
MONTREAL TORONTO 


102 Maiden Lane, New York 5, N. Y. 
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INSTITUTE ACTIVITIES 





Payroll Operations Survey 
Made by Chicago Control 


A study of payroll operations was 
undertaken for the members of the Chi- 
cago Control by John D. Andersen, 
corporate controller of Marshall Field 
& Company, Chicago. The study devel- 
oped from a suggestion of the Planning 
Committee of the Control, and its ob- 
ject was. to assemble data concerning 
policies and methods of member firms, 





which would be helpful to members of 
the Chicago Control, in the conduct of 
their own payroll departments. 

Information was assembled from 
twelve companies through personal ob- 
servations of the payroll operations and 
through interviews with department 
supervisors. It is hoped to present a re- 
port of the survey, which was released 
to the members of the Chicago Control 
in February, in an early issue of “The 
Controller.” 








An Announcement of Special Interest to 
Far-West Controllers and Financial Oficers 


PACIFIC COAST CONFERENCE 
of the 


Controllers Institute of America 
will be held in 


LOS ANGELES 


at 


HOTEL BILTMORE 


on 


MAY 17, 1947 


under the auspices of the 


Los Angeles Control 


Program and Other Details Will Be Released 


as Soon as Possible. 


Mark Your Calendar Now for This Second Postwar 
PACIFIC COAST CONFERENCE 














Eastern Conference Report 
In May Isssue 


Because the dates of the Eastern 
Spring Conference of The Institute, in 
Washington, D. C., March 16-18, co- 
incided with the closing deadline for 
the April issue of “The Controller,” 
a full report of the Eastern Confer- 
ence will be presented in the May is- 
sue. 











French Lick Conference 
Program Announced 

Advance announcement of program 
plans for the French Lick Conference 
of controllers has been made by the 
committee in charge. The Conference 
is scheduled for June 13-14 at French 
Lick, Indiana, and is being sponsored 
by the Louisville, Indianapolis, Dayton 
and Cincinnati Controls. 

The opening luncheon on June 13 
will feature a report on national activi- 
ties and recent controllership develop. 
ments, by The Institute’s president, 
John H. MacDonald, vice-president of 
National Broadcasting Company, New 
York. 

The Friday afternoon session will be 
devoted to a discussion of corporate 
annual reports, highlighted by an ad- 
dress by Weston Smith, vice-president 
and business editor of ‘Financial World,” 
New York. 

A Conference Banquet, at which 
members and their wives will be in at- 
tendance, will feature a speaker of na- 
tional reputation: Announcement of 
this event will be released shortly. 

The business sessions of the Confer- 
ence will be concluded on Saturday 
morning, with a “Problems Breakfast,” 
under the chairmanship of Kelly Y. 
Siddall, controller of The Proctor & 
Gamble Company, Cincinnati. Mr. Sid- 
dall is a national director of The Insti- 
tute. 


Joint Accounting Conference 
Of EEI-AGA in April 

The 1947 joint accounting confer- 
ence of the Edison Electric Institute and 
the American Gas Association will be 
held at the Hotel Statler, Buffalo, New 
York, beginning April 7 through April 
9, 1947. The conference is under the 
joint chairmanship of Mr. L. V. Wat- 
kins, chairman of the Accounting Sec- 
tion of the American Gas Association 
and Mr. Harold P. Taylor, chairman of 
the Accounting Division of the Edison 
Electric Institute. Mr. Taylor, a mem- 
ber of the Controllers Institute of Amer- 
ica is vice-president and treasurer of 
the Wisconsin Public Service Corpora- 
tion, Milwaukee, Wisconsin. Mr. Wat- 
kins, who is also a member of the Con- 
troliers Institute, is secretary-controller 
of Panhandle Eastern Pipe Line Com- 
pany, New York. 
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H. W. Prentis to be Banquet Speaker 
at Mid-Western Conference 


H. W. Prentis, president of Arm- 
strong Cork Company, of Lancaster, 
Pennsylvania, and a past president of 
the National Association of Manufac- 
turers, will address the banquet session 
of the forthcoming 1947 Mid-Western 
Spring Conference of the Controllers 
Institute of America. The gathering is 
being sponsored by the Pittsburgh Con- 
trol of The Institute, May 18-20, at the 
William Penn Hotel, Pittsburgh. Mr. 
Prentis’ subject will be “The Price of 
Freedom.” 

The Program Committee for the Con- 
ference, under the chairmanship of L. 
Henry Lund, has also announced that 
the opening dinner, on Sunday night, 
will feature a program of entertainment 
highlighted by the appearance of Ger- 
ald M. P. Fitzgibbon, humorist, and in- 
cluding musical selections by the West- 
inghouse Quartet. 

In addition to conference luncheons 
with featured speakers, on Monday and 
Tuesday, the program committee has re- 
leased plans for general sessions on Mon- 
day morning and afternoon as well as 
Tuesday morning. 

The theme of the Monday morning 
session will be “Interpreting the Com- 
pany's Financial Position Through Its 
Annual Reports.” The second general ses- 
sion, on Monday afternoon, will be de- 
voted to “The Future Trend in Compen- 
sation,” while the subject for Tuesday 
morning will be “Where Do We Stand 
on Economic Stabilization?” 

Committee appointments for the Con- 
ference, as announced by General Chair- 
man Paul J. Urquhart, a past president 
of the Controllers Institute, are: 


Executive Committee 

Paul J. Urquhart, Aluminum Company of 
America (General Chairman); Oscar N. Lin- 
dahl, Carnegie-Illinois Steel Co. (Deputy Gen- 
etal Chairman); E. A. Berry, Koppers Com- 
pany, Inc.; John V. Bowser, Westinghouse Air 
Brake Co.; J. Herbert Carson, Pittsburgh Steel 
Co.; Walter H. Dupka, Jones & Laughlin Steel 
Corp.; C. R. Fay, Pittsburgh Plate Glass Co.; 
H. A. Gidney, Gulf Oil Corp.; R. Earl Gray, 
Koppers Company, Inc.; Rolf Griem, A. M. 
Byers Co.; L. H. Lund, Westinghouse Electric 
Corp.; George W. Rooney, United States Steel 
Co. of Delaware; Roscoe Seybold, Westing- 
house Electric Corp.; Paul E. Schroads, Na- 
tional Steel Corp.; Wilford H. Swinney, West 
Penn Power Co. 


Program Committee 
L. H. Lund, Westinghouse Electric Corpo- 
tation (Chairman) ; Windsor H. Cheffey, The 
Union Switch & Signal Company; Clifford A. 
Hill, Dravo Corporation; Robert F. McClure, 
Kinney Manufacturing Company; Dundas 
Peacock, Elliott Company. 


Arrangements Committee 
J. Herbert Carson, Pittsburgh Steel Com- 
pany (Chairman) ; William A. Crichley, Dia- 
mond Alkali Company; Edward J. Hanley, Al- 
legheny Ludlum Steel Corporation; D. C. 


McKim, Hagan Corporation; A. V. Murray, 
Scaife Company; C. Howard Paul, Mackin- 
tosh-Hemphill Company. 


Publicity Committee 

C. R. Fay, Pittsburgh Plate Glass Company 
(Chairman); E. R. Clarkson, Kaufmann De- 
partment Stores, Inc.; Clarence M. Gordon, 
The Pittsburgh & Lake Erie Railroad Com- 
pany. 

Registration—Reception Committee 

R. Earl Gray, Koppers Company, Inc. (Chair- 
man); John M. Auty, Pittsburgh Screw and 
Bolt Corporation; Floyd C. Barton, Hazel-At- 
las Glass Company; Robert S. Bell, The Duff 
Norton Manufacturing Company; Perry J. 
Crandall, Rieck-McJunkin Dairy Company; 
George W. Sheridan, Phillips, Schmertz & 
Robinson; Clarence P. Sullivan, Fostoria Glass 
Company; David P. Zahniser, The Union Na- 
tional Bank of Pittsburgh. 


Speaker's Hospitality Committee 
Rolf Griem, A. M. Byers Company (Chair- 
man); John L. Auch, Pittsburgh Coal Com- 
pany; George V. Lang, United Engineering & 
Foundry Company; J. F. Woessner, Carnegie- 
Illinois Steel Corporation. 


Financial Committee 


George W. Rooney, United States Steel Cor- 
poration of Delaware (Chairman); Roy C. 
Markle, United States Steel Corporation of 
Delaware; William E. Scheibler, Mellon Na- 
tional Bank & Trust Company; M. M. Schratz, 
Aluminum Company of America. 


Institute Staff Member Is 
Awarded Croix de Guerre 


Mr. Chester A. Brewer, a member of the staff 
of the Controllers Institute, was recently 
awarded the Croix de Guerre with a bronze 
star by the French government. Mr. Brewer 
who was inducted into the army as a private, 
had risen to the rank of captain at the time of 
his discharge last year after four and one-half 
years of service. After spending five months in 
England, he was 
sent to France in 
the summer of 
1944 with a Quar- 
termaster Truck 
Company attached 
to the 1st Army. 
Within a few 
months he was 
transferred to the 
7th Army, which 
at the time was 
working with the 
French 1st Army. 
It was in this con- 
nection that the 
French honored 
him for outstand- 
ing work in trans- 
porting troops and supplies. Mr. Brewer is the 
son of O. W. Brewer, treasurer of The Institute. 
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ANTHONY C. ANDERSON 


Mr. Anthony C. Anderson, sixty-three, 
comptroller of General Motors Corporation, 
Detroit, died on February 22 in Harper Hos- 
pital, Detroit, after a long illness. A member 
of the Controllers Institute of America since 


209 


November, 1938, and holder of certificate 
1312, Mr. Anderson was named comptroller 
of General Motors in 1936. He had joined the 
Buick Motor Company in 1918 and a year later 
became assistant comptroller of General Mo- 
tors. Mr. Anderson is survived by his wife, 
Mrs. Clementine Anderson; a sister, Mrs. Earl 
Parker; and a brother H. Peter Anderson. 


JAMES G. BRIGHT 


Mr. James G. Bright, vice president and 
comptroller of St. Joe Paper Company, of 
Jacksonville, Florida, died on February 4, 1947. 
A member of the Controllers Institute of 
America since September, 1935, Mr. Bright 
was the holder of certificate number 517 of 
The Institute. At the time of his election, he 
held the position of comptroller of Almours 
Securities, Inc., of Jacksonville. 


* * * 

The luxuries of the government come 

from the bread of the people.—Congress- 
man Joseph W. Martin, Jr. 














“~ oF ~ 
MS arene § pret 

















The Controller, April, 1947 











MEETINGS OF CONTROLS 








ATLANTA 
Topic: INCENTIVE PLANS 


On February 25, the Atlanta Control held its 
regular monthly meeting at the Piedmont 
Hotel. The speaker of the evening was Mr. 
Franklin C. Hill, assistant secretary of South- 
ern Wood Preserving Company, and a char- 
ter member of the Atlanta Control. Mr. Hill's 
subject was “Wages and Incentive Plans.” 


BIRMINGHAM 
Topic: INDUSTRIAL INSURANCE 


As guest speakers of the Birmingham Con- 
trol on February 24, Messrs. Alan Williams 
and W. L. Burnham discussed “Industrial In- 
surance.” Mr. Williams is superintendent of 
the Casualty Department of the Birmingham 
Branch of The United States Fidelity and 
Guaranty Company, and Mr. Burnham is Gen- 
eral Agent for Alabama. The Control met at 
the Tutwiler Hotel. 


BOSTON 
Topic: CONTROLLERSHIP TRAINING 


Mr. Keith Powlison, vice president and 
controller of Armstrong Cork Company, ad- 
dressed the Boston Control at its March 11 
regular monthly meeting, on “Training and 
Selection of Key Men for the Controller's Of- 
fice.” Two other guests of the Control on 
this occasion, representing National Head- 
quarters, were President John H. MacDonald 
and Assistant Secretary Charles C. Hull, who 
is also in charge of educational activities of 
The Institute. Both these guests spoke 
briefly about the educational affairs of the 
Institute. The meeting took place at the 
Hotel Commander in Cambridge. 


BRIDGEPORT 
Topic: LABOR COSTS 


Labor costs was the subject of a discussion 
given by Mr. E. Headlee, assistant controller 
of the Westinghouse Electric Corporation, 
Pittsburgh, at the March 5 meeting of the 
Bridgeport Control. The meeting took place at 
the University Club. 
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BUFFALO 
Topic: EMPLOYEE RELATIONS 


At its March 11 regular monthly meeting, 
the Buffalo Control presented as guest speaker, 
Dr. H. W. Hepner, professor of psychology 
of the College of Business Administration, 
Syracuse University. Dr. Hepner discussed 
are Employee Relations at the Supervisory 

evel. 


CHATTANOOGA 
Topic: ACCOUNTING SYSTEMS 


The subject of “Installing an Accounting 
System” provided an évening of discussion for 
the members of the Chattanooga Control at 
their recent March 4 regular monthly meeting 
held at the Read House. Mr. C. C. Lay, secre- 
tary of the Control, who is controller of the 
Wheland Company, Chattanooga, served as 
discussion leader. 


CHICAGO : 
SPECIAL MEETING 


On February 25 the Educational Committee 
of the Chicago Control of The Institute spon- 
sored an Afternoon and Evening Meeting of 
the Control, in cooperation with Northwestern 
University School of Commerce, at the Uni- 
versity Club. The subject for discussion during 
the afternoon meeting was “Training for Con- 
trollership.” The participants were Mr. David 
Himmelblau, chairman of the accounting de- 
partment of Northwestern University; Mr. L. 
R. Jamison, division president of the Farm 
Service Division of General Mills, Inc.; and 
Mr. Edwin W. Burbott, vice-president and con- 
troller of A. B. Dick Company, Chicago, and 
a past president of the Chicago Control and the 
Controllers Institute of America. Each dis- 
cussed specific phases of the traineeship pro- 
gram, such as the responsibilities of the univer- 
sity, industry, the employer, and the beginner. 

The evening dinner meeting featured Dr. 
Paul L. Morrison, chairman of the Finance De- 
partment of Northwestern University, who 
spoke on “Inflation and Deflation.” 

Mr. Guy S. Everett, vice-president and treas- 
urer of Ford Hopkins Drug Company, and 
chairman of the Education Committee of the 
Chicago Control, presided at the afternoon 
meeting, while Mr. Thomas W. Bryant, assist- 
ant controller of Wilson & Company, Inc., 
Chicago, and president of the Chicago Control, 
presided over the evening meeting. Mr. Charles 
C. Hull, director of education of The Institute 
attended the evening meeting, and spoke on 
the controller's place in today’s economy. 





YOUR ANNUAL REPORT 


graphically portrayed, tells a story 
readers will not overlook. 


For a complete statistical and 
graphic presentation service, call 


CHART-FACTS 
154 Nassau St. New York 7, N. Y. 
Worth 2-0580 


Illustrated Brochure on Request—No 
Obligation 


Out-of-town inquiries invited 














CINCINNATI 
Topic: MARKET CONDITIONS 
“Pertinent Observations on Current Market 
Conditions,” was the topic of a talk given 
by H. G. Wales, professor of marketing of 
the College of Commerce, University of Cin. 
cinnati, at the March 11 meeting of the Cin. 


cinnati Control. The meeting was held at ¢ 
Alms Hotel. ts: 


DALLAS 
Topic: BUDGETING PROBLEMS 


Mr. Laurence H. Fleck, Dean of the Schoo} 
of Business Administration and controller of 
Southern Methodist University led a discussion 
of “Budgeting Problems” at the February 25 
meeting of the Dallas Control, held at the 
Dallas Country Club. 


DAYTON 
Topic: DEPRECIATION 
Mr. Raymond Sadler, controller of the Day- 
ton Daily News, Dayton, and a member of the 
Dayton Control, was the speaker at the March 
13 monthly meeting of his Control. Mr. Sad- 
ler spoke on “The Declining Balance Method 
of Accounting for Depreciation.” The meet- 
ing took place at the Van Cleve Hotel. 


DETROIT 
Topic: EMPLOYEE RELATIONS 


A round-table discussion dealing with three 
different aspects of employee relations was held 
by the Detroit Control on February 25, at the 
Hotel Statler. The three topics were: 1. Group 
insurance problems. 2. Employee pension 
plans. 3. Human welfare programs. The dis- 
cussion leaders were Mr. J. E. Hearst of S. E. 
Kresge Company, Detroit, assisted by Mr. R. 
E. Phelps, assistant secretary of the same firm; 
Mr. A. I. Hawkins of The Timken-Detroit 
Axle Company, Detroit, and Mr. James H. 
Barrett of the Murray Corporation of America, 
Detroit. 


DISTRICT OF COLUMBIA 
Topic: ECONOMIC SITUATION 
Mr. A. S. McLeod, chief of the Economic 
Unit of the United States News, addressed the 
February 25 meeting of the District of Colum- 
bia Control, which took place at the Carlton 
Hotel. Mr. McLeod, whose unit gathers and 
interprets the economic data published in the 
United States News and World Report, weekly 
magazines, discussed the present economic situ- 
ation. 


HARTFORD 
Topic: CONNECTICUT TAXES 
On March 6, the Hartford Control held its 
regular monthly meeting at the Elm Tree Ina, 
Farmington. Dr. Henry L. Shepherd, a partner 
in the law firm of Hewes and Awalt of Hart. 
ford, discussed ‘Connecticut Finances an 
Taxes,” as guest speaker for the occasion. 


HOUSTON 
Topic: INCOME TAX 
The regular monthly meeting of the Houston 
Control was held February 25, at the Houston 
Club. Mr. James H. Yeatman of Vinson, 
Elkins, Weems, & Frances, spoke on income 
tax law changes and current important deci- 
sions. 
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INDIANAPOLIS 
Topic: PERSONNEL PROBLEMS 
A joint meeting on the subject of “Personnel 
Problems and Salary and Wage Controls” was 
presented by the Indianapolis Control on Feb- 
ruaty 27, by Messrs. Victor P. Matthews, gen- 
eral supervisor of salaried personnel activities 
at the Delco Remy Corporation, Anderson, In- 
diana, and Victor G. Rose, personnel director 
at Delco Remy Corporation, Battery Plant, 
Muncie, Indiana. Mr. Charles C. Hull, director 
of education and an assistant secretary of The 
Institute, attended this meeting, which took 
place at the Lincoln Hotel. 


KANSAS CITY 
Topic: AUDIO VISUAL AIDS 


The program for the evening at the March 
10 regular monthly dinner meeting of the 
Kansas City Control consisted of a discussion 
by Mr. L. Sherwood on “The Function of 
Audio Visual Aids in Business,” and the show- 
ing of a sound picture on the subject. Mr. 
Sherwood is vice-president in charge of pro- 
duction,. of the Calvin Company, Inc., of 
Kansas City. The meeting took place at the 
University Club. 


LOUISVILLE 
REGULAR MEETING 
The regular monthly meeting of the Louis- 
ville Control was held on February 26. The 
scene of the meeting was the Kentucky Hotel. 


MILWAUKEE 

Topic: PENSION AND PROFIT SHAR- 

ING PLANS 

On February 11, the Milwaukee Control 
held its regular monthly dinner meeting at the 
Hotel Schroeder. Mr. Edward H. McDermott, 
senior partner of McDermott, Will & Emery, 
Chicago, guest speaker for the occasion, dis- 
cussed “Pension and Profit-Sharing Plans.”’ 


NEW YORK CITY 
Topic: FEDERAL TAXES 
“The Tax Picture as Seen from Washington, 
D. C.” was analyzed by Representative Carl T. 
Curtis, a member of the Ways and Means Com- 
mittee, at the February 20 dinner meeting of 
the New York City Control in the Hotel New 
Yorker. Because of the inability of Congress- 
man Curtis to attend, the paper was read by 
Mr. H. C. Gretz, a past president of the Con- 
ttol who is assistant comptroller of American 
Telephone & Telegraph Company, New York 
City. 


PENN-YORK 
Topic: INTERNAL AUDITING 


For its March meeting, the Penn-York Di- 
vision of the Buffalo Control met at Ridgway, 
Pennsylvania, tc hear Dundas Peacock, con- 
troller of Elliott Company, of Jeannette, 
Pennsylvania, speak on ‘Management Con- 
ttol Through Internal Auditing.” The pro- 
gtam was arranged by Clarence E. McCaulley, 
assistant controller and assistant treasurer of 
Elliott Company (Ridgway Division). The 
meeting was held on March 28 at the Elk 
County Country Club. 


PHILADELPHIA 

Topic: PUBLIC OPINION TRENDS 
_ Dr. Claude E. Robinson, president of Opin- 
ion Research Corporation, Princeton, New 
Jersey, presented his views on “Public Opinion 
Trends and What They Mean for Business 
Policy” before the Philadelphia Control, at the 
Control's regular monthly meeting on March 6, 
at the Warwick Hotel. 


PITTSBURGH 
Topic: FEDERAL TAXES 


A joint meeting with the Pittsburgh Chap- 
ters of the National Association of Cost Ac- 
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countants and of the Pennsylvania Institute of 
Certified Public Accountants was held by the 
Pittsburgh Control at the Fort Pitt Hotel, Pitts- 
burgh, on the occasion of the Control’s regular 
monthly meeting on February 19. The topic 
under discussion was ‘Federal Taxes,’ with 
Mr. Randolph E. Paul, partner of Paul, Weiss, 
Wharton, and Garrison of New York, featured 
as guest speaker. 


PORTLAND 
Topic: BUSINESS TAXATION 
Mr. Robert T. Jacob, attorney of the firm of 
Jacob, Jones and Brown, Portland, analyzed 
the various forms of taxation affecting busi- 
ness today, at the regular mofithly meeting of 
the Portland Control, on February 21, at the 
Old Heathman Hotel. 


ROCHESTER 
Topic: INVENTORY PROBLEMS 
Mr. Herman W. Bevis spoke before the 
Rochester Control at its February 26 dinner 
meeting on “Some Valuation and Other Cur- 
rent Inventory Problems.’’ Mr. Bevis is a part- 
ner of Price, Waterhouse & Company of New 
York City. The meeting took place at the Sher- 
aton Hotel. 


ST. LOUIS 
Topic: 1947 
The program of the St. Louis Control, on the 
occasion of its regular monthly meeting on 
February 25, featured a symposium on “What 
1947 Holds for Business.” Participants from 
six different industries reported on such factors 
as: employment, level of business to be ex- 
pected, trend of wage rates, worker produc- 
tivity, business profits, taxes and other signifi- 
cant aspects. Members of The Institute who 
took part in the discussion included: Mr. H. F. 
Harrington of the Boatmen’s National Bank of 
St. Louis, St. Louis; Mr. J. T. Mahaney of the 
Missouri-Kansas-Texas Railroad Company, St. 
Louis; Mr. John C. Naylor of the Pet Milk 
Company, St. Louis; Mr. James E. Roantree of 
Anheuser Busch, Inc., .St. Louis; Mr. A. H. 
Schettler of Union Electric Company of Mis- 
souri, St. Louis; and Mr. Daniel M. Sheehan 
of the Monsanto Chemical Company, St. Louis. 


SAN FRANCISCO 
Topic: MARKET RESEARCH 
At the Army and Navy Club on February 20, 
Professor David Faville of Stanford University 
addressed the San Francisco Control on “Mar- 
ket Research and That Backlog of Unfilled 
Orders.” 


SEATTLE 
Topic: EXPERIENCE RATING 
Mr. Myron C. Law, vice-president of Freder- 
ick & Nelson, Seattle, spoke on the subject of 
“Experience Rating Applied to State Unem- 
ployment Taxes,” before the February 27 din- 
ner meeting of the Seattle Control. The meet- 
ing was held at the Washington Athletic Club. 


SYRACUSE 
Topic: THE CONTROLLER’S OFFICE 
With Mr. John H. Baker of Carrier Corpora- 
tion, Syracuse, acting as discussion leader, the 
Syracuse Control discussed the topic covered in 
Bulletin IV published by The Institute, ‘The 
Organization of the Controller's Office,” at 
their February 18 meeting at the Onondaga 
Hotel. Mr. Charles C. Hull, director of educa- 
tion and an assistant secretary of The Institute, 
was present as guest of the Control. 


TOLEDO 
OPEN FORUM 
The Toledo Control held its regular monthly 
dinner meeting on March 13 in the form of 
an open forum. Five different topics were dis- 
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cussed. They were: (1) Office forms and 
procedures. (2) Measurement of profit. (3) 
Educating the chief executive in costing and 
accounting principles. (4) Reports to Man- 
agement. (5) Products of Companies. The 
respective discussion leaders, all members of 
the Control, were: Mr. F. S. Slick, The Ohio 
Oil Company, Findlay, Ohio; Mr. James B. 
Fenner, Electric Auto-Lite Company, Toledo; 
Mr. Glenn E. Robe, The Fostoria Screw Com- 
pany, Fostoria, Ohio; Mr. William F. Webb, 
Textileather Corporation, Toledo; and Mr. L. 
L. Hawk, The Aro Equipment Corporation, 
Bryan, Ohio. 


TWIN CITIES 
SPECIAL PROGRAM 


The usual business meeting of the Twin 
Cities Control was dispensed with on March 4, 
in favor of an evening of amusement. After 
having dinner, the group adjourned to the 
offices of the Minnesota Amusement Company 
for their annual preview of a new picture. 











Doulile 


Exposure 


= business faces not only 
the chance of encountering 
financial misfortune through 
a variety of casualties but 
also the possibility of the in- 
surance relied upon for in- 





demnity against such losses 
| being deficient or inapplic- 
able. 

This double exposure can 
be avoided if the insurance is 
fashioned upon a complete 
knowledge of the casual risks 
threatening the business, pref- 
erably obtained from an un- 
biased survey by people who 
specialize in making such in- 
vestigations. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held February 24, 1947, the applicants 
named below were elected to active member- 
ship in The Institute: 


GorpDOoN BELL ¥ 
Western Auto Supply Company (Division 
of Gamble-Skogmo, Inc.), Los Angeles. 

THEODORE W. BONNEVIER 
Acme Steel Company, Chicago. 

RAYMOND W. BRUNK 
The J. B. Beaird Company, Inc., 
port, Louisiana. 

HARVEY REED CAMPBELL 
Lockheed Aircraft Corporation, 
California. 

RALPH W. CONWAY 
Globe-Union, Inc., Milwaukee. 

JoHN B. CoOKENBOO 
Houston Natural Gas Corporation, Hous- 
ton, Texas. 

“Harry H. Cowan 
Steinberg’s Wholesale Groceterias Limited, 
Montreal, Quebec, Canada. 

ALFRED J. DEFRANK 
The Bead Chain Manufacturing Company, 
Bridgeport, Connecticut. 

Doucias T. DIxXon 
George W. Prentiss & Company, Holyoke, 
Massachusetts. 

RoBERT A. ECCLES 
Gladding, McBean & Company, Los An- 
geles. 


Shreve- 


Burbank, 





THIN PAPERS 
Reduine 


PA INICH all eIN© 
Use 
r > Lee K 
THIN PAPERS 
Fidelity Onion Skin 
Clearcopy Onion Skin 


Superior Manifold 


J IU-T-Yo) ae Ebatbecloiabbabele ml Oren 
Turners Falls, Mass 


M. O. FERRINI 
Perkins Machine & Gear Company, Spring- 
field, Massachusetts. 
ERNEST FREYMAN 
Emery, Bird, Thayer Dry Goods Company, 
Kansas City, Missouri. 
FRANK P. GANUCHEAU 
National American Bank of New Orleans, 
New Orleans, Louisiana. 
HAROLD S. GENEEN 
Bell & Howell Company, Chicago. 
RoBERT M. HAYES 
Oliver Iron and Steel Corporation, Pitts- 
burgh. 
FRANCIS A. JOHNSON 
The American Thread Company, New York 
City. 
HERBERT C. JOHNSON 
Consolidated Natural Gas Company, New 
York City. 
L. B. Jupp 
Delta Air Lines, Inc., Atlanta, Georgia. 
PILsON W. KELLY 
Mergenthaler Linotype Company, Brooklyn, 
New York. 
SAMUEL MAKOWSKY 
F. Jacobson & Sons, Inc., New York City. 
RAYMOND MARCH 
Draper Brothers Company, Canton, Massa- 
chusetts. 
LEo J. Marcoux 
Chicago Bridge & Iron Company, Chicago. 
JAMES B. PARKER 
Wisconsin Stee] Division, International Har- 
vester Company, Chicago. 
Norris A. Pitt 
Washington National Insurance Company, 
Evanston, Illinois. 
ANDREW B. PUGH 
Commercial Credit 
Maryland. 
WILLIAM H. SEED 
Cardwell. Manufacturing Company, 
Wichita, Kansas. 
Roy’ W. WADE 
Capital Transit Company, Washington, D. C. 
REYNOLDS W. WASHBURN 
American Bosch Corporation, Springfield, 
Massachusetts. 
LATHROP E. WICKHAM 
Hunter Packing Company, East St. Louis, 
Illinois. 


Company, Baltimore, 


Inc., 


WESTERN MICHIGAN 
Topic: EDUCATIQ} 


Mr. Leonard J. Bisbing, editor of 
“Clarkson Letter,” a publication issued by 
Clarkson Institute of Technology, Potsda 
New York, spoke at the regular monthly meg 
ing of the Western Michigan Control y 
took place at the Peninsular Club, G 
Rapids, Michigan on March 12. Mr. Bishi 
spoke on “Education” as it pertains to { 
various relations among management, labor 
the foreman, the company, the public, govemp 
ment, educational institutions and industry, © 








Election of the 29 new 
_ members named above 
_ brings the membership 
of The Institute to 
2,900 





A New Aviation Era 


The field of aeronautical research has 
widened at a constantly accelerated pace 
Since the flight of the first aircraft just 
a little more than two score years ago. 
The new challenges offered by super. 
sonic speeds, guided missiles and jet 
and rocket propulsion urgently de. 
mand a broadened and intensified pro- 
gram of research and development by 
the industry. 

The problems which lie ahead will de- 
mand enormous expenditures of money, 
time and talent. During the past twelve 
years the approximate cost per pound © 
of prototype aircraft has risen from $24 
to $224 in the field of conventional types 
alone. Initial development costs for jet- 
powered aircraft indicate a starting point 
of more than $400 a pound. 


Harry Woodhead 


President, Consolidated Vultee 
Aircraft Corporation | 














| READJUSTMENT IN 1947 
| (Continued from page 179) i 








view, that this necessary readjustment of 
prices and costs, this necessary shift of 
spending from nondurable back to dit 
table goods, will enable us to build on a) 
more solid foundation. Let us not forget: 
that the eyes of all the western world ate” 
anxiously upon us; if the first actions of 
American business, freed from wartime) 
controls, result in plunging the country: 
into a severe business depression, we may” 
be forfeiting, perhaps forever, our oppor 
tunity to prove to the world the superior 
ity of the American system of free choie 
and individual enterprise. To continue 
blow the bubble of inflation larger would 
be to invite certain disaster; to let our 
fears drag us into a downward spiral fF 
depression and serious unemployment 
would be equally tragic; the only possiDit 
course is the middle road of readjustmenh= 
This is it. a 





APPRAISALS 
Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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H. CHARLES KWASHA 
Consulting Actuary 
Employee “Pension “Plans 
50 Broad St. | New York 4, N. ¥- | 
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